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examin » the conditions of service under articles and the conduct of members continue to be the Council’s first concern. 
aed Fi yin) 
RECOMMENDATIONS on accounting principles are SUMMER COURSES AND AUTUMN MEETINGS, 
ssued by the Council from time to time. Details of these at which important addresses are given, are held for the 
ond of other publications will be sent on request. benefit of members. 
У E у DISTRICTSOCIETIESofcharteredaccountants,of which 
e fe tis Conr Me iv CONSU when there are fourteen whose areas cover the whole of England 
5 ае questions Ot um othe and Wales, arrange numerous meetings for their members. 
Other matters concerning the work of the accountancy THE MEMBERS’ LIBRARY is probably the most 
_drofession, complete accountants’ library in existence; new books and 
P Th new editions are added continuously and it also contains 
AN APPOINTM.NTS REGISTER is maintained for a unique collection of early and rare accounting books. 
e use of members and of employers requiring the Members have both borrowing and reference facilities. 
of chartered accountants on their staff, District societies also have their own libraries. 


i TAXATION AND RESEARCH COMMITTEE 

This committe е consists of members of the Institute drawn from all parts of the country and includes 
members holdi 4g important appointments in industry as well as members practising as public accountants. 
The committe = assists the Council of the Institute in an advisory capacity in connection with accounting 
pr feines taxation matters and other technical questions concerning the profession. 
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and Proved Efficient! ' 


Why not test it yourself . .'. see | 
how much time you save in Payroll 
preparation; ONLY ONE WRITING | 
for complete P.A.Y.E. records оп : 
Earnings Card, Pay-slip and Payroll 
Sheet. No need to refer to Tax Table. 

Not only for Payrolls, but for Sales 
Ledger, Purchase Ledger, Receipting, 
Cheque Writing, Traders' Credits, 
Hire-purchase, etc. i 
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Progress Towards ће, 
Affluent Society? | 27 


S a consequence of the wealth of statistical information on 
industrial production and the national income which is 
now being issued at monthly or quarterly intervals, the 

annual Blue Books on National Income and Expenditure are more 
valuable nowadays for the long-term comparisons they offer than 
for the new statistical material they contain. Rather than deal with 
the changes which the latest Blue Book! shows to have taken place 
in 1959 as compared with 1958 – ground which is already fairly 
familiar - an opportunity is taken in the following analysis of 
considering economic trends over a longer period. In particular, 
evidence is sought on the extent to which Britain is becoming an 
‘affluent society’. One aspect of this is, of course, the progress 
being made towards the target of doubling our standard of living 
in twenty-five years. 

Let us begin by considering the latter point. This target was 
put forward as a possibility round about 1953. Many writers have 
interpreted it rather narrowly in terms of the gross domestic 
product, implying that it is necessary for this to be doubled if 
living standards are to be increased to a like extent. But the 
standard of living also depends upon the proportion of the gross 
national product which is received by persons. This proportion is 
capable of an appreciable increase over a period of time, depending 
largely on the proportion taken by the Government or used for 
investment. 

Over the six years 1953 to 1959 gross domestic product 
increased by just over 17 per cent, an average rate of 2:7 per 
annum compared with the 3 per cent average which will be 
required to double the gross domestic product in twenty-five years. 
The seven years 1953-60 are likely to show an average annual 
increase of more than 2-7 per cent. Allowing for the fact that our 
population is increasing slightly each year, the 1953-59 rate of 
increase in gross domestic production per head will, if maintained, 
require twenty-eight to thirty years for a doubling to take place. 
On the other hand, if one regards personal income after payment | 
of tax — or what is the same thing — consumers' expenditure plus 
saving, as a measure of standard of living, the Blue Book figures 
present a brighter picture. Personal income after tax rose from 
£12,000 million in 1953 to nearly £17,000 million in 1959. At 1953 
prices the latter would be about £14,500 million or 21 per cent 
greater than in 1953. This is well up to target. Changes in personal 
• 
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eons after tax provide a better measure of 
changes in living standards than either changes in 
gross domestic product or consumers’ expendi- 
ture. The latter is deficient to the extent that it 
ignores saving — living standards are not lowered 
if consumers voluntarily choose to spend less and 

save more. 

Changes in the PARER of consumers’ 
expenditure may, however, provide an indication 
of progress towards an affluent society. In 1959, 
nearly g per cent of total consumers’ expenditure 
was used to buy durable goods, furniture, radios, 
television sets, cars and the like— the status 
symbols of the affluent society. Five years 
earlier, the proportion was. less than 7 per cent. 
The current figure marks a considerable advance 
on the position of five years ago, although it does 
not yet approach the proportion of United States 
consumers’ expenditure devoted to durable goods. 
This was 132 per cent in both 1954 and 1959. 

Between 1954 and 1959 consumers’ expendi- 
ture at constant prices increased by 14 per cent. 
Within this total, expenditure on food grew by 
то; per cent, on alcoholic drink by 14 per cent, 
on tobacco by 11 per cent, on durable goods by 
46 per cent, on clothing and footwear by 20 per 
cent, and on ‘other goods and services’ by 14 per 
cent. 'This particular pattern of change may well 
be regarded as indicative of a society in which 
consumers' expenditure is being more and more 
directed towards luxury goods. 

Amongst the distinguishing features of the 
American economy — regarded as an example of 
an advanced industrial community and as the 
original affluent society – аге the high com- 
parative proportions of the national income which 
are derived from distribution and the service 
trades. Thus, in 1959, nearly 17 per cent of 
United States national income originated in 
retail and wholesale trading, and over 11 per cent 
in the service trades. A further 10 per cent was 
derived from the operation of finance, insurance 
and real estate enterprises. The Blue Book tables 
show the industrial origin of Britain's gross 
domestic product (it has not yet been found 
possible to allocate depreciation to the dozen or 
so sectors identified in the tables as it is in the 
United States). During 1959, retail and whole- 
sale distribution contributed 124 per cent to our 
gross domestic product, miscellaneous services, 
11 per*cent, and banking, insurance and real 
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estate, 3 per cent, These three sectors providec 
three-eighths of the national income of the U.S.A. 


„Ла 1959 and just over one-quarter of our grs 


domestic product. 

Some welfare economists might be inclined te 
doubt whether an economy which devotes ay 
increasing proportional effort to thése kinds o 
services is thereby adding to national welfard 
But the fact is that the growing importance oj 
these service trades is but a further indicator o 
the increasing wealth and prosperity of a nation 
As yet, they are clearly of much less importance: 
in the British economy than in that of the Unitec 
States. Moreover, they did not account for ; 
larger proportion of gross domestic product if 
1959 than was the case five years ago, wherea: 
the tendency in the U.S.A. is for these service: 
to increase in importance both absolutely anc 
relatively to the total national income. One poin 
of qualification should, however, be made. Tw 
per cent of the national income of the Unit 
States is derived from the provision of medic 
and health services which in this country wou 
mostly come within the National Health Servic 
However, if the importance of the service trad 
is used as a criterion of progress towards th« 
affluent society, little change can be recorded of 
this score over the past five years. 

In the matter of private house building 
though, the past five years have witnessed a соп: 
siderable step forward. In the tables on gros: 
capital formation at home, the amounts spent or 
dwellings in the private sector are shown to havt 
risen steadily from £223 million in 1954 to £37€ 
million last year. The bulk of this expenditure 
consists of the cost of new houses, and ever 
allowing for the higher prices ruling in 1959 (the 
Blue Book tables imply a rise of 12 per cent in the 
five years 1954 to 1959), last year's figure is mort 
than 50 per cent greater than in 1954. This pro 
gress must be regarded as conclusive evidence o 
higher living standards and of the ability of the 
economy to sustain a large building pro 
gramme. 

Taken as a whole the trends discussed in the 
foregoing paragraphs are by no means unsatisfac: 
tory. Even so, the rate of expansion in Britair 
over the past five years has not been nearly s 
rapid as that in most Western European coun: 
tries and to that extent the picture is not quit 
so cheerful as it might be. 
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Whither the Unions? 


become aware of the rather difficult, to 

put it no higher, relationship which sub- 
ists between the Labour Party and the trade 
nions. Having read it so often already, most of 
iem would probably agree with the comment 
| the latest Hobart paper! that ‘if Labour's 
arliamentary leaders do not now face the chal- 
тре of the “left-wing” in the unions, the party 
зау be doomed as a political entity’. The decline 
1 the prestige of the trade unions since 1945 is 
vident to all except those whom it most affects. 
"he tragedy is that there is so little evidence that 
ле situation is likely to improve in the near 
iture. Such are the main points made in the 
rst of the two essays in this timely publication 
‘om the Institute of Economic Affairs. 
In the second essay an industrial journalist 
arveys the prospects for the unions in the 
xties. The author makes the obvious points 
hich would occur to the average observer. For 


[= can ђе few readers who have not 


Hobart Paper No. 6. Unions in Prosperity, by Frank Bealey 
id Stephen Parkinson, Published for the Institute of 
conomic Affairs by Barrie & Rockliff, London. 3s 6d net. 


example, he wants the unsons to spend more time 
at their conferences on industrial issues and rather 
less on political problems. He feels, too, that the 
unions should stop coercing both their own mem- 
bers as well as non-members; the suggestion is 
actually made that union membership might be 
voluntary. The really important proposals are 
not worked out in their full implications, but 
they are there for all to see. Thus, a measure of 
decentralization within the individual unions 
coupled with an increase in the power of the 
T.U.C. is needed, just as there should be a 
switch from bargaining over wages at the national 
level to the local level. There will be readers of this 
pamphlet who will feel that over the past fifteen 
years politicians, economists and journalists alike, 
have all been so anxious to display the requisite 
sympathetic understanding of the problems of the 
trade union leadership that healthy, trenchant and 
constructive criticism has been effectively stifled. 
Itis probably too much to hope that this pamphlet 
will open up a new era, any more than the people 
whom it directly concerns are likely to take any 
notice of it. 


Cost Accounting at the Cross-roads 


IV —UNIFORM COST ACCOUNTING 
by KENNETH S. MOST, LL.B., F.C.A. 


S the preceding articles in this series have 
sought to show, the variety of systems and 

( results which the different concepts and 
ssumptions used by cost accountants produce 
te hardly compatible with the idea of a ‘science’ 
Е costing, based upon а body of systematized 
1ought. Even the terminology of costing is far 
om standard, although attempts have been made 
improve this, notably The Institute of Cost and 
Yorks Accountants’ Terminology of Cost Account- 
ig, published in 1952. 

Diversity of organizational structure and 
iethods of manufacture and marketing, diversi- 
cation of products and substitutability of 
iaterials, labour and machinery, are all factors 
ulitating against uniform costing practices. In 
rite of this, the search for uniformity began 
mg before the First World War which serves, 
convenience only, as our point of departure; 
ie search is stjll going on, undeterred by the 


inevitable setbacks which periodically occur. 

'The approach to uniform cost accounting has 

proceeded along two separate lines which have 
tended to meet in places. They are, the uniform 
costing schemes devised for particular trades and 
industries; and the uniform accounting plans 
adopted by a number of countries, particularly 
those of Germany, France and behind the Iron 
Curtain. 
The idea that members of a particular trade or 
industry could prepare their costings on a uniform 
basis and that this would be advantageous to 
them, was first encountered towards the end of 
the last century. 

The first uniform costing scheme for an 
industry was that published by the National 
Association of Stove Manufacturers of the 
U.S.A. in 1889. The printers of America followed | 
in 1910, and three years later the British Federa- 
tion of Master Printers brought out the first 
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such scheme in the United Kingdom. On the 
international plane, it is interesting to note that 
a uniform cost accounting scheme for electric 
tramways was presented to the twelfth general 
assembly of the International Union of Tramway 
Operators which met in London in 1902, and 
that within two years it had been adopted by 
more than thirty companies. 


Uniform Costing and Price Fixing 


An examination of the early uniform costing 
schemes soon leads one to the conclusion that 
they were meant to produce a uniform price 
structure throughout the industry. Simply stated, 
the argument runs as follows. If some manu- 
facturers ignore costs in arriving at prices, they 
are liable to undercut the rest of the industry 
and bring harm to all, without necessarily doing 
themselves much good. Further, if all manu- 
facturers fix prices on the basis of costs which are 
ascertained according to different methods, 
there will still be wide variations between prices 
charged for the same article, which again leads 
to the undercutting situation. In order to bring 
stability to an industry, prices must be stable, 
and as prices are based on costs, costs must be 
ascertained on a uniform basis. 

The argument, though attractive to many, has 
proved fallacious. Prices are not, and were not, 
invariably based on costs. Above all, between unit 
cost, however ascertained, and selling price 
there still remains the mark-up or gross profit, 
and prices will always be elastic if only in this 
respect. The need for a rigid price structure 
within an industry, wherever it has been strongly 
felt, was eventually met by restrictive agree- 
ments of a more or less ‘voluntary’ nature, which 
either disregarded costs entirely or paid mere 
lip-sérvice to the idea of relating prices to 
costs. 

Of the many uniform costing schemes which 
have been brought out in Britain since 1913, the 
majority have died a natural death; on inquiry 
one is told that they have been ‘out of print’ for 
some time. In the U.S.A. they have apparently 
had more success under different conditions. The 
British printers’ scheme, which still exists, has 
failed to impose itself on the industry as a whole, 
in spite of a real and sustained effort by the 
Federation, which maintains a costing advisory 
service for the benefit of its members. It is 
widely used for price fixing, however, parti- 
cularly by the small to medium-sized printing 
firms, and it may be that this and other arrange- 
ments aimed at restricting competition and 
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protecting established interests have not bee 
helpful to this industry. 


Uniform Costing During the Second 
World War 

Although the uniform costing schemes publish. . 
between the two great wars failed to attr Т 
more than a transient interest, the subject №. 
given new impetus by wartime conditions а. 
the reports of the working parties set up f 
certain industries from 1945 onwards by tl 
President of the Board of Trade. 

During the Second World War, Governmen 
departments responsible for negotiating contrac 
and other prices, and the Ministry of Supply i 
particular, which adopted a general superviso. 
role for industry as a whole, employed accountant 
as inspectors to examine the costings of firms. | 
was found that only the largest firms had ar. 
cost accounts to speak of, and that the wir. 
divergencies of practice between them mac 
any kind of reasoned evaluation of their perforr 
ances practically impossible. 

Many attempts at uniform costing were mac 
during this period, at the instigation of Һе 
Government accountants. The Ministry d 
Supply, for example, instituted a system : 
returns of costs in standardized form for com 
mercial firms and ordnance factories. Th 
Ministry of Aircraft Production had its owi 
uniform costing scheme. Most of these so-calle: 
‘costing schemes’, however, were little more «ће 
means of computing prices by applying specifi 
procedures, with or without standard allowanc 
or rates. They were, in fact, attempts to recone 
prices with selected quantitative data based 
costs. 

The reports of the working parties nearly . 
contain references to the desirability of unifor' 
or 'standard' costing systems for particul; 
industries. Their recommendations can be unde; 
stood to originate from the twin motives of. 
stable price structure and ‘justifiable’ profit 
They were prepared at a time when a plann.. 
economy was the principal domestic pru 
occupation of Government, and their emphas, 
on uniform costing as a basis for price-fixing d 
efficiency measurement on a national scale see 
out of place in the current era of free enterprisf 
with the consumer as king. 

Consequently, although uniform costing 
schemes have been published since 1945 by th 
pharmaceutical, paint, brush, sand and ballast 
soft drinks, foundry and other industries, 4 
cannot be said that any of them has received ui 
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rultimate accolade of universal adoption. Whether 
because of the basic impossibility of the task, 
inherent vices in the schemes themselves, or the 
apathy of managers and ‘accountants, uniform 
costing has made its mark in only a few industries, 
such as printing, and iron and steel, where 
“extraneous influences have favoured its progress: 


. 


“National Uniform Accounting Plans 


“Believing, perhaps, that the characteristic of a 
“science is ‘the classification of facts and the 
, recognition of their sequence and relative signifi- 
cance’, some countries have approached the 
subject by attempting. to apply this process to 
economic activities, in order to arrive first at 
‘uniform accounting and then at uniform costing. 
* Germany and Russia after the First World War, 

*and other continental countries after the second, 

(devised charts of accounts applicable to all 
"trades, industries and non-profit organizations 
“within the economy, and these charts or ‘plans’ 
“have been applied, with appropriate modifica- 
„tions, by all or a wide variety of undertakings 

“within their national boundaries. 

. The popularity of these national plans, which 
“have been found acceptable by a large number of 
^managers and accountants, presents a marked 
contrast to the hesitancy with which the hetero- 
geneous schemes of British and American trade 

_ associations have been received. In Germany, 

‘it is unusual to find an organized accounting 
‘department which does not make use of the 
ational .chart of accounts; in France, the 
national plan is making steady and substantial 
progress. The Iron Curtain countries are not 
representative, since the element of choice is 
lacking, but it is noteworthy that these countries 

í; Place great importance on uniform accounting as 

^a basis for national planning. 

у The feature which distinguishes these plans 

"from the British or American uniform costing 

| schemes is the development of a model of the 

r national economy and the identification of those 

С economic activities which are common to all 
‘undertakings. Within this framework, the decimal 

E system of classification permits a practically 
‘limitless amount of variation for individual cases, 
^ without vitiating the primary purposes for which 

uniformity has been deemed desirable. 


i Objects of Uniform Costing 
: The principal defect of trade or industry schemes 
i prepared independently is, then, the absence of 
any formal gtructure within which they can 
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function separately but from which they can 
draw strength, and this is attributable to the 
general acceptance of price fixing as the object of 
the exercise. But costs can never be uniform, nor 
can prices based on costs; and prices are better 
related to market factors, even in a Communist 
country. 

Uniform costing figures can ‘only be used for 
purposes of comparison and consolidation; that 
uniform accounting favours education and train- 
ing is incidental. As to the former, if cost figures 
relating to persons or places or things can be 
traced back along a predetermined line to the 
causes for which the costs were incurred, then 
the comparison of dissimilar figures can be 
productive. As to the latter, if cost figures are to 
be added together in order to arrive at significant 
totals, with the object of ascertaining and evaluat- 
ing movements, then it is essential that they 
should have been prepared on a consistent basis. 
That is why industrial groups adopt uniform cost 
accounting within the different companies, and, 
as the whole is nothing more than the sum of its 
individual. parts, the same reasoning is valid for 
the industries within which such companies. 
function, and for the economy as a whole. 

Having said this, it is still necessary to point 
out that uniform accounting is easier to devise 
than uniform costing, for the same reason that it 
is easier to set up a system of financial accounts 
than a system of cost accounts. Further, whereas 
the assumptions underlying the cost accounts of 
members of a group can be uniform, because the 
policies of the members of the group are com- 
patible, once an attempt is made to establish 
assumptions acceptable by a number of different 
businesses, even this advantage is lost. In some 
cases, the range of cost comparisons has been 
extended to include financial and other measure- 
ments as well as costs, in order to provide in 
quantity what is known to be lacking in quality. 
'l'he business comparison schemes of the British 
Institute of Management and the Furniture 
Development Council display this characteristic. 

In the last analysis, uniform costing must 
await the day when the cost accounts of individual 
firms have reached the stage where they are 
adequate for the purposes of analysis, classifi- 
cation and evaluation for which they are set up. 
The question is whether such a condition can 
be accelerated by the use of the scientific method 
in accounting generally and cost accounting in 
particular. If the analogy of other fields of study 
is accepted, then the answer is that it can. 

(Concluded.) 
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The Stranglehold of Paper 


by THE EARL OF COURTOWN, O.B.E., T.D., D.L. 
Head of Office Administration, Imperial Chemical Industries Limited 


Introduction 


'T is common to hear remarks made by directors 

and senior managers to the effect that they are 

inundated with paper. This is clearly undesirable, 
` it is interfering with their carrying out of the 
ssential elements of management. It is possible to 

e cynical about it and say that the solution lies in 
aeir hands, but it is easier to say so than to carry 
: out. 

What evidence is there of the increase in paper? 
"he facts are clearly indicated by the rise in the 
umber of clerical workers between 1931 and the 
ist census in 1951 from 6-7 per cent to 10:3 per 
ent of the working population. Among these, typists 
1 England and Wales rose in number from 212,000 
2 496,000 – a sure sign of paper increase. 


Why this Paper Increase ? 


"he first cause which springs to one's mind is the 
rovernment service. The publicity given to Parkin- 
ж'в Law and music-hall references to innumerable 
ups of tea provide an easy excuse, but however 
шећ one deprecates the increase in the Government 
ervice it accounts for less than a quarter of the total 
umber of clerks. It is usually true to say that 
icreased Government requirements such as licences 
nd P.A.Y.E. contribute to this in business firms by 
1aking demands for additional paper work. No doubt 
aey do, but this is only a small part of the trouble. 
n any case, the effect of Government is outside our 
irect control and so I do not propose to say more 
bout it here. 

The second cause is the increasing size and 
omplexity of business. 'The larger the business, the 
igher administrative overheads tend to be in 
elation to its activities. I often smile when I read of 
ompany chairmen claiming they will obtain adminis- 
rative savings through integration from a take-over 
r amalgamation. Maybe they will, but more often 
hey will not. 

Thirdly come the claims of better management 
vhich may be achieved through more figures and 
ther information. There is no doubt that much of 
his is justified, but it is necessary to make sure that 
eal use is made of additional figures obtained. 
Management techniques such as incentive schemes in 
he factory through work measurement increase 
lerical work, but may fully justify themselves in 
ther ways. > 


У paper presented at the eleventh summer school of the 
nsfitute of Cost and Works Accountants, in Cambridge, on 
September 20th. 


Much clerical work, however, is badly designed, 
misdirected, duplicated or even quite unnecessary. 
The experience of those used to looking at adminis- 
trative and clerical work tells us that where the work 
has not been looked at previously and management is 
willing to take action, large savings and increased 
effectiveness can be obtained. In my own company 
most administrative work has been looked at several 
times in the last twenty or thirty years and therefore 
less striking improvements can be made. However, 
changing circumstances, techniques and machines 
allied to progressive management almost bring 
significant savings from the independent investiga- 
tion, the object of which, however, is greater 
efficiency rather than administrative savings. 


The Pattern of a Growing Business 


Administrative and clerical costs do not increase 
gradually with a company’s growing activities; they 
tend to rise in a series of irregular steps with a 
gradual increase between steps as shown in the 
diagram below. 


Administrative costs 





Turnover/indicator of growth 


Let us imagine a small garage with the owner 
spending most of his time on repairs with another 
mechanic to help him and a boy to fill up customers’ 
cars. with petrol, oil, etc. At first he may keep his 


accounts, place orders, pass invoices, and do other | 
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clerical work in the evening, but as his business 
grows the time comes when he can cope with the 
clerical work no longer and he takes on a girl cashier/ 
clerk/typist. His administrative overheads immedi- 
ately leap by perhaps {500 per annum and his profits 
will decrease by a like amount. He will have to 
increase his turnover by a much larger amount to 
cope with ‘these additional overheads. 

This is the first point of elaboration in the adminis- 
tration of growing business, and the pattern goes on 
continuously. Elaboration follows elaboration with 
Stock records, sales statistics, costing schemes, etc. 
All too often adulthood is greeted with a punched- 
card installation which, with anything but first-class 
planning, leads to the business centring round the 
punched-card installation rather than the installation 
serving the business. 

Each of these points of elaboration leads to more 
paper until at the point of elaboration which involves 
an electronic computer, outputs of as much as 3,000 
lines of type a minute are possible, an appalling 
prospect. On the other hand, a computer if properly 
used can result in the reducing of the amount of 
paper in that it gives the possibility of management 
by exception; but there is a long way to go between 
the installation and that degree of sophistication. 

Much skill is needed in the selection of the 
right points to elaborate and the correct amount 
of elaboration to be adopted, By careful design of 
organization and method the existing degree of 


elaboration may be extended beyond the normal. 


point, at any rate for a limited period, and this may 
often be the best approach. Each elaboration should 
bring with it increased turnover, or lower cost in 
some other field, e.g. production. These involve 
estimation, and in planning an organization it is 
essential to consider what would be the effects of 
various faults in estimation both upwards and 
downwards so that the utmost flexibility can be 
maintained. 

It is much easier to elaborate than it is to do the 
opposite. This not only applies to getting rid of 
punched-card installations or computers but also 
elaborations of a non-mechanical nature as, for 
instance, the formation of a new managerial post. 
Efforts to reduce administrative overheads by 
substantial amounts are rarely effective if they retain 
the same degree of managerial elaboration. The 
dismissal of a manager or his reduction in status after 
long and faithful service to the company is something 
which no one likes doing. Any step in elaboration 
needs careful planning often with a preparatory stage 
to test the estimates on which the decision is being 
made, or the managers, machines and systems 
involved. 

Unless there is a positive effort to keep control 
on the degree of administrative expansion in a 
growing business, administrative costs will tend to 
grow unnecessarily. Similarly, a business which does 
not elaborate in time may fail through the inability 
of top management to cope with a changed situation, 
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either through lack of information or of managers to 
whom authority and responsibility can be delegated. 


Better Management 


Better management may come from more information 
and better use of it; it will not come from more 
information alone. Having selected the degree of 
elaboration which is necessary, management has to 
decide what information is needed at each level and 
how it can be digested. Management by exception is 
very much the fashion of the day, yet all too few 
managers really operate in this way. 'This is partly 
because they have been brought up to see masses of 
figures, although all too few are really capable of 
digesting them. It is also because those who devise 
the systems and the information coming from them 
all too often are not able to put themselves in the 
manager's position and the manager is inclined to 
tell them what he wants rather than what he really 
needs. In my experience managers find it much 
easier to criticize suggestions made to them rather 
than to put forward ideas of this sort themselves. 

It is therefore the duty of cost accountants or 
anyone else who is responsible for producing informa- 
tion to management to study management and the 
thinking it involves. It is not enough to produce 
every bit of information which can possibly be 
required and to hope that management will pick the 
essentials out of it. It is the duty of those devising 
information for management to produce that informa- 
tion which is significant in the making of management 
decisions. 

Costs or statistics are only of value to management 
if through them management is to make better 
decisions. Jt is possible therefore to divide such 
statistics under three headings ~ those which manage- 
ment must have all the time, those that must be 
available if required, and those which are just nice 
to have. All too often one finds that statistics which 
truly come under this last category are asked for as 
being essential. Many years ago I remember tracing 
the use of some figures which involved a lot of work 
in preparation, but which I could not see were 
significant. I followed these to the works manager's 
office where his confidential clerk told me that they 
went in the manager’s ‘black book’ and anything 
which went in there was, in effect, sacred. I was still 
not satisfied and on a later occasion buttonholed the 
manager to ask him what he did with these figures. 
He had no recollection of having looked at them for 
years; in fact, he had forgotten that they were still 
put in his ‘black book’. 

Statistics also require classification between the 
slow and accurate and the quick and approximate. 
There is a tendency for those with punched-card 
installations to think they can produce all statistics 
for, say, costs and sales through such an installation. 
If, however, the figures are to be produced by 
punched card and balanced with the books of the 
company then they are almost inevitably slow. Speed 
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is only important if early decisions have to be made, 
but in, for instance, selling in a competitive market, 
‘hot’ statistics are essential but great accuracy is of 
secondary importance. Quick and approximate 
statistics may be essential in addition to, or instead of 
the slow and accurate type. : 

We must also help our senior management to be 
selective in the papers which they need to read. I 
believe that we in industry make too little use of the 
staff officer to whom the armed services have been 
accustomed for centuries. A properly selected staff 
officer fully in the manager’s confidence can help 
tremendously in the- sifting of information and in 
the making of studies covering the broad field of his 
тпапарег 8 job; а study which the manager may have 
difficulty in. delegating to one of his sectional 
subordinates, . | 

Finally, in the search for better management, 
proper delegation will more than anything else 
reduce, the manager’s burden in the reading of paper 
as in the making of decisions. Proper delegation 
depends first on having.a carefully designed organiza- 
tion structure with co-ordination built into it. A bad 
organization structure leads to, among other un- 
desirable results, an excessive amount of reading of 
documents of various sorts, attending co-ordinating 
committees and the like. The organization structure 
itself, however, is only part of the way towards 
proper delegation. The reason why so many managers 
do not delegate well is, I believe, because they do not 
realize that it only comes as a result of continuous 
education of those below them. A manager makes 
decisions in the light of policy, partly remitted to 
him from above and partly formed himself from his 
own experience and contacts. Unless he continually 
passes on to his subordinates the information which 
causes him to form his own policy, he cannot expect 
that they will make at their level the sort of decision 
which he would like them to make. 


The Improvement of Administrative 
and Clerical Work. 


I have suggested that clerical work is: often ill- 
designed and that much paper work is unnecessary. 
I propose to outline various fields which would repay 
attention in almost any enterprise, with a view to 
reducing clerical work and the accompanying paper. 


(i) The Purpose | 

The key to the whole study of office work is th 

realization that administration is not an end in itself 
but merely a series of means. It is often the case, and 
one must regard this as natural, that those concerned 
with administration tend to regard their particular 
work as sacred. There are certain legal requirements 
which a company has to fulfil, but beyond these any 
sanctity claimed for a part of the administrative 
machine is suspect. Major improvements to adminis- 
tration are obtained first by agreeing the purpose and 
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subjecting that purpose to critical examination. When 
the correct purpose has been established everything 
else should be considered as a means towards fulfilling 
that purpose. 


(ii) The Organization Structure 


The organization structure is the pattern of responsi- 
bilities of people in ап enterprise showing their formal 
relationships. The selection’ of the best structure 
involves the recognition of the factors which affect it 
and then weighing them in the light of experience. 
The role of the organization structure in obtaining 
proper delegation has already been mentioned but it 
has many other effects in ensuring administrative 
efficiency. Through it co-ordination can be obtained 
as a continuing process and the linking together in 
proper relationship of people clear about each other’s 
responsibility tends to reduce the circulation of 
paper for co-ordination. 

The organization structure is as much a means of 
grouping work together at the bottom as it is of 
delegation from the top. The study of organization 
and office methods are complementary; what is 
done at the bottom, and how, inevitably affects the 
organization and the best results can only be obtained 
by studying both simultaneously. The grouping, of. 
people together in the best way leads to their minds 
reacting on each other’s to the benefit of the enterprise 
and to the reduction of communication in the form 
of paper. Similarly, grouping people and things 
together may have beneficial results; for instance, 
those responsible for stock control tend to be much 
more intelligent about the materials with which 
they are concerned if they are situated in or near the 
stores. Although I am no Spanish scholar myself I 
understand that they have a word for this — com- 
penetracion ~ of which we lack the equivalent in 
English. Its literal meaning is, I think, obvious, 
that through bringing people, or people and things, 
together information penétrates in the way it will 
not do if people are at a distance. 


(iii) Communication 

The improvement of communication in a broad sense 
is bound to lead to a reduction in the amount of 
paper with which any person is concerned to that 
with which he is capable of dealing. In the field of 
correspondence and reporting there is often a large 
saving to be made as in the field of statistics; as a 
statistical section will always tend to give a sanctity 
to statistics which they may not warrant, so, in the 
field of correspondence, a correspondence section or 
clerk tend to feel they are not doing the job unless 
they write many letters. We have calculated that the 
cost of internal octavo memos is 1s 5d, excluding the 
dictator's time. If a department head chooses to 
examine his department's correspondence in an 
analytical mood he may find much that will surprise 
him. Common habits are as follows: 
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(2) Correspondents often copy long extracts from 


letters or reports sent to them when a copy of. 


the document or part of the document would 
have done as well. It is not unusual to find that 
10 per cent of the work of a typing section lies 
in copying other documents which could be 
done more cheaply with a modern photo- 
copying machine. 


(b) Letters requiring а simple answer could be 
returned with that answer hand-written on 
them. If it is desired to keep a copy, the photo- 
copying machine is available. Similarly, short 
requests or replies can be hand-written. 


(c) Tabular statements of costs etc. are difficult 
and expensive to type. The photo-copied, hand- 
written document can reduce the effort 
considerably. If the costs have to be built up 
from month to month, this can be done on a 
translucent master and copies taken off each 
month. 


(d) In far too many offices people write out drafts 
for the typist to type. If the document is lengthy 
or is one which cannot be sent in long-hand, 
much time could be saved by teaching people to 
dictate into a machine. Apart from the saving 
of their time the speed of typing is greater than 
from manuscript or even from shorthand taken 
down by a shorthand-typist. 


(e) It is often found that stereotyped letters are 
sent again and again. Duplicated letters here 
reduce work and if these are regarded as too 
impersonal machines exist which will type 
them automatically so that they are indistin- 
guishable from individually typed letters. 


(f) Often much unnecessary acknowledgement of 
letters, confirmation of telephone or teleprinter 
messages etc. goes on. Enclosure slips can be 
used to re-direct copies rather than typing 
covering memoranda. Covering lists proliferate 
as a means of self-protection; they do not find 
a missing document. 

These are points which commonly recur but no 
doubt everyone can think of others. In particular, 
care needs to be taken to make the best use of modern 
machinery. There is much prejudice against dictating 
machines which is largely ill-founded. Photo- 
copying machines, particularly those of the diazo 
type, provide the means of reducing work and also, 
if they are properly controlled, paper. If the file 
copies of letters and reports are on a paper which can 
be photo-copied it is often possible to reduce the 


~. number of copies produced in the first place in case 


somebody else asks for one. 


(iv) Stock Records 


Stock records are the cause of much unnecessary 
paper work as, all too often, those who are con- 
cerned with stocks immediately think in terms. of 
elaborate stock zecords. In reading a paper given at 


THE 
ACCOUNTANT 


443. 


а previous summer school I thought I detected a 
note of pride in a statement that stock records were 
to be maintained for every item in stores and in 
addition punched-card tabulations produced monthly 
giving receipts, issues and balances for each item in 
stock, the two sets of records to be checked, the one 
with the other. 

Now stock records ‘are required for one or two 
main reasons: 

(a) to tell those in control when to re- -order or to 

dispose of a surplus; and/or 

(5) to provide a valuation of stocks for accounting 

purposes. 

For neither of these purposes are stock records 
necessary. A housewife stocks in her larder one 
hundred to 150 items of stock, but I have yet to meet 
one who kept stock records. Similarly, they are not 
kept in a retail shop and I am glad to see that at 
least one large multiple store has realized: that they 
are unnecessary for their stockrooms. It does not 
need me to tell you that continuous stock records are 
not necessary for the valuation of stocks. 

It is sometimes claimed that stock records act as a 
protection against theft, but rarely is this so. Stock 
records kept in the stores promote the possibility of 
fraud rather than providing protection and there are 
so many ways in which stock records kept at a distance 
can vary from the physical stocks that it is rare that 
proof of theft by any particular person can be 
obtained. We have got to make sure that major 
frauds are properly guarded against, but stock 
records will not protect against petty theft any more 
than they would in a retail shop. 

I am not suggesting that one should never have 
stock records, but when the purpose is clearly 
stated and considered it may often be found that 
stock records are unnecessary. It was by reviewing 
the purpose that detailed stock records were dis- 
continued in many I.C.J. factories for the control of 
general stores, for which instead a system known as 
visual control was adopted allied with a simplified 
accounting system providing the value of control 
groups rather than individual items. 


(v) Filing and Destruction of Documents 


In far too many offices filing is regarded as a job 
for the newly joined junior. The provision of an 
efficient filing system is an intellectual exercise of a 
high order as it involves consideration of what 
information the enterprise will require in the future 
about transactions and operations which are going on 
at present, and under what headings people are 
likely to ask for this information. The mechanics of 
putting away and extracting routine documents are a 
minor part of the problem and can be done by anyone 
who can be trained to carry out detailed instructions 
accurately. For non-routine documents, the design 
of the classification headings and such coding and 
indexing as is necessary require a considerable degree 
of intelligence. 
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- All too often the system is thought of in terms of 
mechanics. I recently saw a film purporting to 
illustrate how a filing system could be improved by 
study. I was horrified to find that this film completely 
missed the main purpose of a filing system, i.e. to 
provide information, and treated it purely as a 
mechanical problem. 

With the system must be devised proper procedures 


for long-term storage, where that is necessary, and: 


regular destruction. This involves a statement of 
policy by management, but by intelligent classification 
the filing department can help management in 
making the necessary decisions and can then see that 
they are carried into effect regularly and simply. 
Many documents can be destroyed immediately after 
use as for instance details of visit arrangements. 


(vi) The Use of Statistical Method 


Mathematics are increasingly being used in the 
improvement of administrative processes and man- 
agement decisions. There are many examples of their 
being used for the reduction of clerical work. 

There has in the past, for instance, been a tendency 
in costing to go to the utmost detail, to several 
places of decimals in fact, in the allocation of labour 
and materials to cost headings and then to add 10, 
20 or 30 per cent for services or overheads completely 
invalidating the accuracy of the previous allocation. 
Often, too, the rate for charging labour was calculated 
separately for each individual man and the exactness 
of the allocation of hours ignored the inevitable 
inaccuracy caused by time spent on tea breaks and 
moving from one job to another. 

T realize I am writing this for people who know far 
more about costing than I do but it seems to me 
that in this, as in many other facets of administration, 
it is necessary to look at the purpose and adjust what 
one does to the degree of accuracy which is necessary 
or attainable. If, for instance, the accuracy is plus 
or minus 5 per cent the whole method of cost collec- 
tion should be geared to this. If management says it 
requires a higher degree of accuracy it is then 
necessary to look at what degree of accuracy is in fact 
attainable and to design the system accordingly. 
Attaining great accuracy in one part of the calculation 
of cost is useless if a higher range of tolerance is 
necessary in the remainder of the costing process. 
Expression of figures to several places of decimals is 
often unnecessary and sometimes misleading in that 
the impression of accuracy given is spurious. 

Much time can often be saved by round-pound 
accounting for internal charging of such things as 
stores issues; design of a suitable system of round 
pounding results in insignificant inaccuracy and can 
be used as a means of charging small issues over 
maintenance cost headings on which work is being 
done. 

In these and in many other ways statistical method 
and mathematics can be of great value. It will tell 
you what degree of accuracy you are attaining under 
a present method and will help you to devise a 
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method to suit any chosen degree of accuracy. It 
will enable one to remove bias that can accrue in 
systems of approximation and help to determine 
tolerance limits for recorded stock values. 

The use of sampling to replace comprehensive 
statistics or to reduce checking is another fruitful 
field. Sampling can be used in producing statistics 
of sickness absence, in earnings statistics, invoice 
analysis, order analysis, etc. At one time statistics 
tended to be obtained with great labour from the 
analysis of all available figures. Sampling can reduce 
the work considerably. The size of sample and the 
basis of selecting should be statistically designed to 
give the degree of accuracy relevant to the decisions 
that could result from the figures. 

Sample checking on similar lines to quality 
control in the factory can be used in clerical operations 
such as invoice calculations, stock checking and 
internal check generally. Again, a statistician can 
advise for any context whether the sample should be 
random or whether stratification is desirable. 

In collecting quantitative data during surveys of 
many types, well designed sampling can reduce 
data collection to a minimum for any specified 
degree of accuracy. 

Management by exception has already been 
mentioned, In a cost application in one of the I.C.I. 
divisions, where batch costing is carried out by 
computer, management used to see cost data for all 
batches but now see only the figures for batches with 
a variance which exceeds specified limits. In many 
contexts the criterion of significance may have to be 
statistically based. 

Many firms place far too many orders of small 
value for the purchase of regularly used materials 
where the value of consumption is low. Mathematical 
analysis yields a square root formula for the best 
amount to buy, which can be translated into working 
tables for the people who issue orders. The likely 
consequence of the improved decisions will be a 
reduction in the number of orders and all the 
resulting clerical operations and at the same time a 
reduction in stock, since high valued items have 
usually been bought too infrequently. 

'These are just a few examples of how statistical 
method may be of value in administrative processes. 
Far too many people in administrative posts know 
little or nothing of what statistical method can do for 
them. There is no need for them all to be experts 
and there is no difficulty in learning about the fields 
in which specialized advice can be of advantage. 


(vii) The Abolition of Procedures 


If we truly subject all our administrative processes 
to a proper scrutiny following the ascertainment of 
the true purpose it should lead logically to the 
abolition of many procedures. One or two examples 
of these have already been mentioned as, for instance, 
the abolition of stock recording, but there are many 
procedures which tend to become aa end in them- 
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selves. An example is the endorsement of cheques 
which was regarded as sacred for generations. 
Although its abolition had been mooted for years 
before, it was not until 1957 that the law was changed 
and everyone found that they could get on perfectly 
well without it. Many companies have adopted 
ledgerless accounting for part of their work. 

Often it is found that the cost of placing formal 
orders and passing invoices for minor engineering 
maintenance supplies is put of all proportion to the 
value of the material obtained. Checking of invoices 
is another process that is often regarded as sacred 
while the cost may be far beyond the advantages 


e gained. 


'The punching of clock cards is another process 
which will not always stand up to close scrutiny. 
If what we want to do is to ensure that we get so 
many hours’ work from each man, it is questionable 
whether a card punched when a man enters or leaves 
the factory gate is of much help. 

The administrative processes in exporting goods 


„~ tend to be immensely complicated and there is 


usually a great deal of room for improvement in the 
clerical processes and the paper work. Most exporting 
companies ship through forwarding agents and are 
not therefore directly concerned, but ultimately they 
are having to pay for this complication. The immense 
variety of bills of lading forms, most of them quite 
unsuitable for modern office machinery, militate 
against efficient working; our own Liverpool shipping 
office has some 380 designs in stock. There is an 
immense field here for simplification. 

Finally, in far too many cases the same work is 
done at both ends. Supplier and receiver both check 
the same invoice, and remittance advice and statement 
are twice reconciled. 


(viii) The Measurement of Office Work 


Over the last ten years or so great strides have been 
made in the measurement of office work though far 
too little is known about it. Up till then it had made 
little progress because where it had been attempted 
it had been done by people trained in factory work 
measurement without realization of some of the 
fundamental characteristics of office work. There are 
many such characteristics which affect work measure- 
ment, such as the mental content, which tends to 
have a significant effect on physical operations at 
some of the lowest levels of clerical work. Most 
progress has been made by those who understand 
the nature of clerical work, have studied the tech- 
niques used in the factory and have adjusted these 

d developed new ones for the requirements of 
"^ office work. 

The measurement of work enables one to decide 
what staff is required for any job, a calculation which 
is otherwise often a matter of guesswork. It enables 
one to assess and control work-flow and it is bad work- 
flow which is the most common cause of poor 
performance. One rarely finds a clerk with nothing 
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to do because he naturally tends to spread the 
amount of work he has got to do over the amount of 
time he knows he has to do it in. All too often clerical 
workers operate at a low level of output most of the 
day with intense activity for an hour before the 
office closes. Peak loads of this sort can usually be 
straightened out and office workers are much the 
happier as a result of it. 

Work-measurement is also essential for the proper 
comparison of method. So often a new system is 
devised and an argument ensues as to which is the 
best, with inconclusive trials. Measurement enables 
one to judge the work content with much greater 
accuracy. Work-measurement also enables one to 
cost office processes. 

Jf it is required to know, say, the cost of placing 
an order and passing an invoice it is difficult to 
obtain this without measurement as the job occupies 
a small portion of the work of a number of clerks. 
An exercise on this very subject, making use of work- 
measurement, revealed to us the cost of placing an 
order and passing an invoice thereby leading to 
valuable improvements. 

It has often been stated that the measurement of 
office work is too complicated and too expensive to 
be worth tackling. I am sure that this is not so. In 
І.С.І. over the last twelve years we have developed 
a considerable fund of knowledge of this subject, 
all of which has been obtained as a by-product of 
studies carried out for specific purposes which were 
valuable in themselves. We have also as a result built 
up, and are building up further, a store of clerical 
output data which can be applied to a growing 
range of office jobs and enables them to be measured 
to a known degree of accuracy much quicker and at 
lower cost than through ab initio studies. 

In particular, the measurement of office work 
enables us to direct attention to the places where 
attention is required and gives us the means of 
translating into terms of a common unit of work 
a wide variety of clerical processes. 


Conclusion 


The stranglehold of paper implies what so many 
people feel, that bureaucracy today is our master 
instead of being our servant. This arises from 
administration being considered as an end in itself 
rather than a means to an end. It is vital that we 
should keep our administration under review by 
first considering and checking the purpose before 
moving on to reviewing the ways in which it can be 
fulfilled. Administration must be reviewed as a whole 
by people who understand the organizational factors 
involved, the ways in which the work can be done, the 
machines available and the necessary techniques. This 
cannot usually be done by a member of an operating 
department as it is rare that the work of one adminis- 
trative department can be considered on its own, due 
to the way it is inevitably integrated with the work 
of other departments. It leads therefore te the use 
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of. a specialized service provided either from within 
the company or from an outside consultancy body. 
If the latter, it pays to use the consultant extensively 
rather than on a specific job. Administration has to 
be designed to fulfil the overall purposes of the 
company and to carry out one major assignment a 
consultant has to gain a wide knowledge of the whole 
company for which the client inevitably has to pay. 
In particular, discrimination should be one of the 
keynotes of any investigation. Bureaucracy is at its 
worst when it tries to treat each human being or 
transaction identically, irrespective of whether the 
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method adopted suits the particular case or not. A 
well-designed administration maintains flexible links 
so that individual cases may be treated on their merits 
within general policies, Moreover, rigid standardiza- 
tion, apart from the frustration it engenders, often 
tends to more expensive administration. It is often 
stated that we must have one system which is thereby 
designed to take care of the most complicated 
exception whereas, through discrimination, one often 
finds that 85 or go per cent of the transactions 
conform to a simple solution, leaving the remaining 
15 to 10 per cent to be dealt with by other means. 





Weekly Notes 


Summer Payments Deficit 


IZ comes as no surprise that the United Kingdom 
balance of payments ran at a deficit to the extent 
of £9 million in the second quarter of 1960. It was 
announced last month that the overseas holdings of 
sterling had increased during the second quarter by 
£55 million more than the gold reserve. Exports 
during the quarter were £27 million lower than in the 
first quarter and imports £24 million higher. The 
visible trade balance changed from a surplus of £12 
million to a deficit of £39 million. Invisible receipts 
were almost unchanged. This deficit of £9 million 
therefore compared with a surplus of £44 million in 
the first quarter and with a surplus of as much as £96 
million in the second quarter of 1959. 

'The outflow of private capital increased substan- 
tially over the quarter but there is no doubt that the 
somewhat sluggish performance of exports lies at the 
back of a good deal of the current balance of payment 
difficulties. In this connection the decline in the 
exports of cars to the United States (despite a slight 
improvement in August compared with June and 
July) remains a depressing feature. How far this set- 
back is due to the popularity of the new locally manu- 
factured small cars in the United States and how far 
to a mild trade recession in that country remains to 
be seen. The fact remains, however, that one of the 
major supports of the United Kingdom export drive, 
namely, the outflow of motor-cars to the United 
States market, has met with serious sales resistance. 

In the circumstances the latest figures emphasize 
the importance of this country's diversifying its 
exports as quickly as possible. The need to develop 
a Western European Market is growing apace. It is 


therefore all the more. ominous that the meeting last , 


week of the finance ministers of the Commonwealth 
countries should have produced such a negative 
attitude, especially on the part of Canada and New 
Zealand, to this country’s participation in the 
European Common Market without cast-iron under- 
takings about imperial preference. 


Worries about the Dollar 


DF PER JACOBSSON, managing director of the 
International Monetary Fund, referred to the 
recent increase in the rate of gold losses by the United 
States in his opening remarks at the Fund's annual 
meeting which opened this week. He said that the 
loss was one which the United States could take in 
its stride and which disguised a 'really remarkable 
improvement in the United States world position'. 

'The emergence in the last few weeks of a sig- 
nificant premium in the dollar price of gold which 
has brought with it a marked discount in the gold 
price of dollars, has started off a fresh round of 
speculation about the dollar. It has coincided with a 
new and heavy fall on Wall Street and growing fear 
of recession in America. It is expected that a number 
of delegations at the annual meeting of the Fund will 
have something to say about the need to relieve the 
dollar from the pressure of speculation and rumour 
in view of the large international capital development 
programme which has to be put in hand for under- 
developed areas in the next few years. It is not likely 
that Washington will go further than asserting the 
intention of maintaining the current parity between 
the dollar and gold and underline, asit has done many 
times before, the determination to avoid any tinkering 
with the price of gold. 5 

The Fund has returned in its report to the weak- 
ness of commodity prices and the effect of protection- 
ism on agriculture and raw material producing. 
countries. The report restates the fact that the 
servicing of development loans will be made more 
difficult if the trade policies of lending countries, from 
which development assistance is expected to come, do 
not allow easier entry into their own economies of 
the commodities’ which under-developed . countries 
‘produce. a | mv 
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Dearer Coal 
5 from the beginning of last week the price of 
coal was increased by an average of 6s 8d per 
ton. This is the second largest increase in price since 
the industry was nationalized. All types of consumers 


are having to pay extra but the heaviest burden is’ 


falling on householders. Their coal now costs a further 
105 per ton. The railways will pay varying amounts 
depending on the grade but their average increase is 
also ros per ton. These are the two categories of 
user who require large coal and the National Coal 
Board is probably anxious to reduce its commitments 
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for large coal as quickly as-possible. The hope for 
future increases in productivity, in which the 
industry can make full use of its mechanical equip- 
ment, is small coal for ingustrial uses. 


Industries which receive lenient treatment are gas, 
electricity and iron and steel. These are all highly 
sensitive to the cost of coal. particularly gas and iron 
and steel. The gas industry will probably now 
intensify its efforts to find alternative sources of 
fuel and the iron and steel industry will have an. 
additional incentive to go over on an increasing scale: 
to burning oil. 'The National Coal Board hopes for 


The Institute's Summer Course: Some Personalities 





Some personalities at the fourteenth summer course of 'T'he Institute of Chartered Accountants in England and Wales 
held recently at Oxford and referred to in last week's issue. 
LEFT TO RIGHT, SEATED: Mr D. V. HOUSE, F.c.a., member, Summer Course Committee; Mr P. Е. GRANGER, r.c.a., Vice- 
President of the Institute; Lieut.-Col. D. V. HILL, M.A., Steward of Christ Church; Mr 5. J. PEARS, F.c.a., President of 
the Institute; Mr С. R. BREDIN, c.B.E., M.A., Bursar of Pembroke College; Mr P. Е. CARPENTER, F.c.a., Chairman, 
Summer Course Committee; Mr ALAN S. MACIVER, C.B.E., M.C., B.A., Secretary of the Institute. seconp Row: Mr Н. L. 
LAYTON, r.C.A., member, Summer Course Committee: Mr J. PERFECT, F.c.a., Speaker; Mr L. P. CLEMINSON, M.A., 
5 F-C.A., Leader, Group О; Mr А. W. HOWITT, M.A., F.C.4., Leader, Group E; Mr W. S. HAYES, r.c.4., Leader, Group К; 
Mr J. Н. MANN, M.B.E., M.A., F.C.A., member, Summer Course Committee; Mr К. W. SMITH, о.в.к., T.D., F.C.A., Leader, 
Group С. THIRD Row: Mr Е. R. REBER, F.c.a., Leader, Group D; Mr Н. T. NICHOLSON, F.c.a., Leader, Group №; 
Mr C. B. С. TURNER, F.c.a., Leader, Group M; Mr J. A. JACKSON, r.c.A., member, Summer Course Committee; Mr 
C. C. TAYLOR, F.c.a., Leader, Group С; Mr E. J. NEWMAN, M.A., F.C.A., Leader, Group F; Mr D. P. HUBBARD, B.A., 
Assistant Secretary of the Institute; Mr C. Н. S. LOVEDAY, F.c.a., Under-Secretary of the Institute; Мт W. W. WARD, 
Е.С.А., Leader, Group L; Mr Н. E. EVERETT, member of the Institute Staff; Mr С. R. APPLEYARD, F.c.a., Leader, 
Group Н. BACK ROW: Mr Т. A. HAMILTON BAYNES, M.A., F.C.A member, Summer Course Committee ; Mr H. P., 
PATTERSON, F.c.a., Leader, Group A; Mr D. D. RAE SMITH, M. c. B.A., F.C.A., Speaker; Mr A, P. RAVENHILL 
F.C.A., Leader, Group Е; Mr D. Е. DODD, T.D., rc, A., Leader, Group B. | 
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an extra: £60 million revenue from the new prices. 

Whether this comes about depends to some extent 
on how resistent industrial consumers will be to 
the higher prices. Of this, additional £60 million, 
however, some 220 million is expected to be absorbed 
by increased labour costs. 


P Investment in South Africa 

Poo: suggestions made by the newly- 
established Economic Advisory Council, the Prime 

Minister of South Africa has announced that his, 
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Government will hold an inquiry into investment 
plans in both the private and public sectors over the 
next four years. Dr Verwoerd said recently that 
the results of the inquiry would not only enable the 
Government to co-ordinate better its: expenditure 
with the investment plans in the private sector but 
would also be of great value to the Government in its 
effort to sustain a high level of investment. The 
Government had decided that more efficient measures 
should be applied to stimulate the export trade and to 
standardize methods of production. 





This is My Life... 
by An Industrious Accountant 


CHAPTER 44 


HE sales manager was expecting an old customer 

to visit us with a big order, and as his credit 
was rumoured to be somewhat precarious, we 
decided to ask our bankers to provide a special 
banking solvency report. This, we thought, would 
settle our doubts satisfactorily. 

I had always presumed these solvency reports to 
be the last word in delicately balanced judgments. I 
pictured our bank manager, always a tower of 
strength to us in our difficulties, telephoning urgently 
to his professional colleague for the inside story of 
the customer’s stability. I visualized the shrewd 
cross-questioning worthy of a Q.C.; the careful 
piecing together of the jigsaw of memoranda 
accumulated over years; the final assessment ‘on 
whose tone our prosperity might well hinge: 'He'll 
be bankrupt before Christmas; beware.' . 

Actually, our case was slightly different. A happy- 
go-lucky junior dashed off a coded telegram asking, 
was our customer safe for £3,000 credit? and the 
recipient, who owes his ulcer to the strain of holding 
down the said customer's overdraft, groaned as he 
interpreted the query. In fact, he could scarcely 
answer the question to his own satisfaction, mentally 
balancing the victim's house, car, shop, stock, and 
rumoured expectation from Great-Aunt Agatha, 
against his liabilities to his building society, garage 
dealer, and collector of taxes, and against his reported 
disaster in the local poker-school last week. 

. Not for him to acknowledge ignorance, however; 
bank managers cut their teeth on stories of the 
Oracle at Delphi, whose cryptic pronouncements 
might be understood in more ways than one. He 
grinned cheerfully and wired back a return code 
message: ‘Mr X.Y.Z. (your reference No. 7342) may 
be considered reasonably safe for a good portion of 
the amount stated, in the present way of business, 
provided commercial value passes and having regard 
to present trading conditions. Very respectable 


industrialist and considered highly reputable locally; 
unlikely to incur commitments beyond his means 
and expectations.' 

'This last masterly sentence saves him from any 
risk of a libel action, should the experts decide that 
the earlier portion of the verdict may be taken as 
being derogatory to the customer's good name. 

Well, the sales manager and I puzzled over the 
message when it reached us, and we arrived at very 
different conclusions. He felt that it showed our 
client to be well worth about 75 per cent of the order 
of £3,000, say £2,250 at least; I felt that the whole 
tenor of the message conveyed a warning to us to 
give credit at our peril. In fact, we were back where 
we started, since these had been our sentiments 
before we initiated the inquiry in: the first place. So 
after some wrangling, we agreed to telephone our 
bank manager for an informal chat. ‘He’s a gey 
canny lad’, said our manager approvingly. ‘He aye 
kens mair than he lets on.’ 

So we explained our predicament to the banker, 
and he responded in some astonishment. ‘It seems 
perfectly clear to me, old boy’, he protested. “Your 
bloke is pretty good for the business, probably, 
subject to your exercising your discretion in the 
matter, you know.’ He became his usual affable self, 
and I could detect the amusement in his voice as he 
savoured the diplomatic masterpiece before him. 
*You know, we're not infallible here, what? I thought 
that you industrial tycoons lived by taking reasonable 
risks? The sales manager was listening in on the 
extension phone, and he almost exploded when he 
heard this sally. 

“Tell that laddie to come clean, he rumbled, ‘or 
he’ll wait long enough for my reasonably risky dead 
cert for the Cesarewitch. .. . Do we fill the order or 
not?’ At this dire threat, our banker became human. 
‘I remember your customer now, old boy’, he said. 
“Не played wing-forward forthe Barbarians. He was 
a great worker . . . could you take a chance just once? 

So we took the chance and our customer justified 
it; he's never faltered since. It just goes to show that 
you should always rely on your bank report, provided, 
of course, that your bank manager supplements it 
with an explanatory verbal’ appraisal of the financial 
background, ..  . "E | 
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"Capital for Industry 
· || J and Commerce 
| is provided by 


INDUSTRIAL € COMMERCIAL FINANCE 
id ; CORPORATION LIMITED 


in the form of long-period loans on fixed terms 


and share capital — preference and ordinary. 


Shareholders: The English and Scottish Banks 


The booklet ‘Capital: for Business’ 


will be sent on request 


HEAD OFFICE 
7 Drapers’ Gardens, London, EC2, National 8691 . ... 


5 and branches in industrial centres 
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‘Many a man who smokes a pipe has never smoked 
Exmoor Hunt in it. And that, Exmoor being what 
it is, is a great shame. 

We think you’d enjoy Exmoor Hunt as you’ve never 
enjoyed tobacco before. We could be prejudiced, of 
course, but there are lots of people besides ourselves 
who feel the same about it. 

Exmoor Hunt is a mixture. A remarkably good 
mixture. Popular. And deservedly so. 


Ж Not that there’s anything new about Exmoor Hunt. 

Jt is simply an extra-mellow mixture of fine quality 

tobaccos blended with more than ordinary skill. Try it. 

We think Exmoor would soon stake iis claim to your very 
best pipe. 


Broad or Medium Cut, 
10z-4/9$ 20zs-9/7 


EXMOOR HUNT 


THE EXTRA MELLOW MIXTURE 


Ево 
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THERE is no sounder foundation for any share portfolio 
than a holding in Unicorn Trust. Even the minimum 
purchase of 50 shares gives a widely spread interest in 
over 140 companies in Britain, the Commonwealth and 
all over the world. 

Unicorn offers multiple investment, so essential for 
safety, and simplifies it by providing 140 investments 
in one single share certificate. Income is distributed 
half-yearly. 

The Unicorn record is excellent. Share prices can rise 
and fall, but Unicorn shares have shown capital appre- 
ciation of over 115% since the Trust started in Oct. 1957, 
with a gross annual yield of over 54%. . 

From every point of view, Unicorn is an investment 
to be recommended for large and small investors alike. 


Unicorn is a highly successful Unit Trust (authorised by the Board 
of Trade) with over 35,500 shareholders. Trust assets exceed 
£7,800,000. 

Price per share on September 26th, 6s 10d ex div. 

Estimated gross annual yield (before tax) £3 75 6d per £100 invested, 
calculated in accordance with Board of Trade requirements. 





MANAGERS: 
Unicorn Securities Limited 
Member of the Association of Unit Trust Managers 
TRUSTER: 
Lloyds Bank Limited 


UNICORN TRUST 


Full particulars from the share distributors of Unicorn Trust 
DILLON WALKER & CO. LTD., DEPT. CC} S, 12-16 WATLING ST.,E.C.4 
or from all branches of Lloyds Bank Limited 
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Finance and 
Commerce 


No Distinction 


POINT that we discussed recently pertaining 

to the accounts of Ada (Halifax) Ltd is extended 
in the reprint this week from the accounts of Murex 
Ltd, a company concerned with special alloys, 
powder metallurgical products, etc. Sir Arthur Smout, 
the company’s chairman, draws attention in his 
statement with the accounts to the increase in profits 
which has made possible the 20 per cent dividend 
and an additional bonus of 23 per cent. The bonus, 
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he says, may be some compensation to Ordinary 
stockholders for the lower dividends of 1957-58 and 
1958-59. The distribution for the year to и Ordinary 
stockholders, he points out, represents 434 per cent 
of available profits, as Compared with 614 per cent 
for each of the two preceding years. 

The balance, Sir Arthur continues, has been 
appropriated to the ‘Realization of fixed assets 
reserve’. It looks very much as if ‘realization’ has 
slipped in unknowingly and that what was really 
meant was the ‘Fixed assets replacement reserve’, 
but the point of the moment is in Sir Arthur’s further 
statement that, ‘In previous years the revenue 
reserves have included a separate account for un- 
appropriated profits. It is not proposed to preserve 
that distinction and the account has now been 
merged in the revenue reserve general account. This 
reserve can be drawn upon for dividend equalization 
purposes in future should the need arise.’ 


MUREX LIMITED AND SUBSIDIARY COMPANIES 
CONSOLIDATED PROFIT AND LOSS ACCOUNT for the year ended 39th April, 1960 




















1938159 
TRADING SURPLUS of Murex Limited 
620,430 and its Subsidiaries .. ve s 1,334,029 
t After charging:— i 
264451 “Depreciation .. . 296,930 
Contributions to Murex 
117,331 Pension Funds 121,021 
18,066 Directors‘ Базараа 21.040 
2,205 Audit Fees 2.415 
9,2213 Dividend and Interest from an Associated 
огпрапу oe » р .. 11,703 
SR PROFITS BEFORE TAXA- 
629,643 ом .. 1,345,732 
295,609 eds on the profits of the year s 638, 
334,034 GROUP PROFITS AFTER TAXATION 706,942 


= 6 





1958,59 
£ £ 
Dealt with as follows:— 
DISTRIBUTED 
Dividends and a Cash Bonus less Income á 
ax 
11,578 Preference Stocks .. oe we 11,944 
198,000 Ordinary Stock 4x v .. 303,187 
209,578 315,131 
RETAINED IN THE BUSINESS 
Transfer to Fixed Assets тајне 
125,000 Reserve .. 391,811 
— 544 Decrease in Unappropriated "Profits 
124,456 
£334,034 £706,942 








NOTES ON THE PROFIT AND LOSS ACCOUNT 
These notes are an integral part of the Accounts and should be read in 
conjunction therewith to comply) ain Shing requirements of the Companies 
Ct, А 


1. TRADING SURPLUS 
The trading surplus is arrived at after including a profit of £1,287 on 
disposal of Fixed Assets (1958/59 profit £1,985) and after deducting £904 
being the pre-acquisition profits of a subsidiary company acquired 
during the year. 


2. REMUNERATION OF DIRECTORS OF MUREX LIMITED 
The total remuneration received by the Directors of rhe parent 
Company from the Company and from its subsidiaries is as а 


1939133 
Fees .. ев 7,004 6,500 
Executive Salaries and other Emoluments .. 14,036 11,266 








21,040 18,066 


6 


3. TAXATION 
The taxation charge in the Accounts is based upon the profits of the 
year and is made up as follows:— 











1958/59 
£ £ 

Income Tax .. vis a. oa .. .. 514.294 209,609 
Profits Tax .. .. E .. .. .. 134,496 64,000 
648,790 273,509 

Less transfer from reserve for taxation relief 
arising from Initial Allowances.. oe .. 10,000 +22,000 
| ' 638,790 295,609 


m 


4. DISTRIBUTIONS 
The dividends and Cash Bonus paid or provided, less Income Tax, are 














as follows:— 
1958/59 
£ £ 
7% Cumulative isa Stock, year 
to 30ch April, | 2,144 2,078 
4% Cumulative Redeemable Preference 
Stock, year to 30th April, 1960 .. 9,800 9,500 
Ordinary Stock— 
Interim paid 74% (595) .. 101,062 
Final proposed 12494 (1097). - а .. 168,437 
Cash Bonus proposed 2195 .. .. 33,688 
——— 303,187 198,000 
315,131 209,578 
5. NET PROFIT OF MUREX LIMITED 
i e d 
Group Profits after taxation wä . 706,942 334,034 
Less retained by a Subsidiary Company: | 
Fixed Assets Replacement Reserve .. .. 154,496 125.000 
Decrease in Unappropriated Profits aN .. — + 1,903 
Net Profit of Murex Limited — .. — ..  .. 552446 210,937 
Dealt with as follows:— 
Dividends .. a 5 . 315,131 209,578 
Fixed Assets Replacement | Reserve... . 237,315 — 
Increase in Unappropriated Profits a — 1,359 
552,446 210,937 


eee ом 
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Capitalization 

The accounts thus have no ‘carry forward’ in the 
accepted sense; the profit and loss account closes with 
‘Retained in the business’. It will be noted also from 
the comparative figures that in the previous year 
there was in fact a ‘Decrease in unappropriated 
profits’ which accords with the suggestion that each 
year’s profit and loss account should stand by itself, 
its closing figure being an under- or over-appropria- 
tion, or a plus or minus to retained profits. 

The company is in the process of capitalizing part 
of the reserves which, Sir Arthur points out, have 
been built up and employed in the business since 
1949 when the issued Ordinary capital was increased 
to £2 million. Group reserves at the date of the 
balance sheet, after the year’s appropriations, he 
notes, are {4,160,000 whereas the issued capital of 
Murex Ltd is £2,650,000. The resolutions capitalize 
£1,650,000 representing almost exactly those reserves 
of Murex Ltd which have been earmarked as capital 
reserves. The distribution of shares by the capitaliza- 
tion is on a three-for-four basis. 


Similar Line . 
A VERY similar line is taken this year in 
the accounts of National Canning Co Ltd. 
Mr W. V. Smedley, the chairman, notes the increase 
in group trading profits. before tax from £461,866 to 
£637,130. After tax, £361,686 is available compared 
with {£258,665 and the directors propose that 
£155,914 should be applied in payment of a 15 per 
cent dividend on the Ordinary capital against 11} per 
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cent last time, if allowance is made for a one-for-one 
scrip issue. Mr Smedley then says: “You will observe 
from the consolidated balance sheet that the oppor- 
tunity has been taken to conform to more modern 
accountancy practice by merging our revenue 
reserves and profit and loss account balances under 
the single heading of “Retained earnings"." 

So, running down the left-hand side of the 
consolidated balance sheet, there is the issued 
capital, £1,796,026, capital „reserve, £276,691, and 
retained earnings, ‘2, 264,112, to make a total of 
£4,337,829, below which is set the amount set 
aside for future taxation, £314,273, so that those 
last two figures are seen in the one close context. 


Jersey Sale 


During the year of the accounts, the company 
disposed of its interest in the Jersey Canning Co 
which it acquired in 1946. At that time, says Mr 
Smedley, the world-wide demand for tomato 
products was such that substantial profits were made. 

Such a situation, of course, does not exist for long 
in a closely-knit world under conditions of peace- 
time reconstruction, and as Mr Smedley says: ‘With 
the emergence during the later post-war years of 
increasing competition from many countries where 
tomatoes are far cheaper, the main source of profit of 
the Jersey factory receded.’ During the last four 
years of National Canning’s association with the 
Jersey company, the latter was unable to pay dividends 
of any kind on the investment. The directors therefore 
had no hesitation in disposing of the Jersey company. 








^ MUREX LIMITED 
BALANCE SHEET, 30th APRIL, 1960 


1959 

















£ 
2,367,777 FIXED ASSETS .. .. .. .. .. 2,316,582 
496,888 INTERESTS IN Danie AND ANO 
CIATED COMPANIES m 537,108 
CURRENT ASSETS £ 
2,466,896 Stocks m 2,166,853 
7,651 Debtors . 1,237,771 
— Treasury Bills 494,422 
292,821 Cash m 363,673 
3,497,368 les 4,262,719 
CU RRENT LIABILITIES £ 
596,579 Creditors .. . 875812 
250,850 Current Taxation . . 204,207 
| 1,080,919 
2,649,939 3,182,700 
5,514,604 TOTAL NET ASSETS .. x 6,036,390 
Financed as follows:— 
2,200,000 ORDINARY CAPITAL .. is E «+ 2,200,000 
1,407,868 RESERVES: Capital .. .. ка -. 1,645,183 
1,284,736 Revenue es .. E .. 1284207 
4,892,604 Attributable to Ordinary Stockholders .. .. 5,129,390 
450,000 PREFERENCE CAPITAL 450,000 
172,000 FUTURE TAXATION .. 457,000 
ARTHUR 1. 6. SMOUT | Directors, 
£5,514,604 | £6,036,390 


= 


- The Notes on page [421] form part of this Balance Sheet. 


MUREX LIMITED AND SUBSIDIARY COMPANIES 
о TED BALANCE SHEET, 30ch APRIL, 1960 











£ £ 
2,880,269 FIXED ASSETS .. m EM .. .. 3,064,175 
140,036 INTERESTSIN ASSOCIATED COMPANIES 140,036 
CURRENT ASSETS ~ Ё 
3,244,352 Stocks 2,945,038 
1,217,354 Debtors 1,919,309 
— Treasury Bills . sb s 494,422. 
554,505 Cash Е as «x T 493,612 
5,016,211 in 5,852,381 
CURRENT LIABILITIES £ 
780,260 Creditors . 1,208,270 
480,071 Current Taxation . ^ 420, 882 
— 1,629,152 
3,755,880 4,223,229 
6,776,185 TOTAL NET ASSETS .. oe «+ 7,427,440 
Financed as follows:— 
2,200,000 ORDINARY CAPITAL .. .. .. .. 2,200,000 
1,962,868 RESERVES: Capital 5: .. m .. 2,354,679 
1,836,317 Revenue s 55 os .. 1,804,811 
5,999,185 Attributable to Ordinary Stockholders .. 6,359,490 
450,000 PREFERENCE CAPITAL T .. 450,000 
327,000 FUTURE TAXATION .. is Vs .. — 617,950 
ARTHUR I. G. SMOUTH У Directors, 
£6,776,185 £7,427,440 





6 


. The Notes оп page [421] form part of this Balance Sheet, 
• 
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CITY NOTES 


NTERNATIONAL political influences continue 

to hold the stock-markets in check. In the past 
week an additional influence has been the spate of 
new issue activity. Lists opened and closed for five 
new share offers on Thursday alone and there have 
also been an even greater number of new share 
placings. At the same time heavy new rights and 
other capital raising offers are being launched. Com- 
petition for investment funds is therefore keen at a 
time when investment sentiment is not particularly 
‘bullish’. 

Evidence from the motor industry that credit 
restrictions are now beginning to have severe effect 
has also naturally had a retarding influence and it is 
all the more remarkable that up to a month ago the 
stock-market was reflecting investment opinion which 
apparently chose to ignore short-term credit squeeze 
factors. 


The brighter side to the industrial news has been 
provided by the Imperial Chemical Industries’ half- 
year figures showing a remarkable expansion in turn- 
over and earnings. It was noticeable, however, that 
І.С.І.' news only had passing effect in the industrial 
equity market. 

Of greater moment probably was the simultaneous 
announcement of second quarter balance of payment 
figures showing a deficit which, to judge from the 
trade figures for July and August, is likely to have 
widened rather than have narrowed during the third 
quarter. In the short-term the markets will find it 
difficult to regain their lost confidence. 
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RATES AND PRICES _ 
Closing prices, Tuesday, September 27th, 1960 
Tax Reserve Certificates: interest rate (29.6.60) 3% 


Bank Rate 
Sept. 19, 1957 7% Aug. 14, 1958 4196 
Mar. 20, 1958 69, Nov. 20, 1958 49%. 
Мау 22, 1058 54% Jan. 21, 1960 5% 
June 19, 1958 5% June 23, 1960 6% 
Treasury Bills 
July z2 £5 98 9274%. Aug. 26 £5 115 9'054% 
July 29 £s 10s 19'964% — Sept.2 £5 us 933d% 
Aug.5 £5 115 7170% Бер 9 £5 тоғ 2°26d% 
Aug. i2 £5 115 585d% Sept. 16 £5 ros 2-14d% 
Aug. 19 £5 115 878d%  Sept.23 £3 9s 10254 
Money Rates à 

Day to day 43-53% Bank Bills 

7 days 5-54% 2 months 54–58% 
Fine ride Bills 3 months 554-5 8896 

3 months 63-7% 4 months 58-5 8896 

4 months 61-796 6 months 58-58% 

6 months 61-7196 

Foreign Exchanges 
New York 2:80 -Ë Frankfurt Iro 
Montreal 2-744-4 Milan 17421-i 
Amsterdam 10:58 &- Oslo 20:014-# 
Brussels 140°12$-§ Paris 13-758 - 4d 
Copenhagen  19:33i-3 Zürich 12:082-$ 
Gilt-edged 

Consols 24% 45$ Funding 4% 60-90 87х4 
Consols 4% 674 Savings 23% 64-67 81 #ха 
War Loan 34% 618 Savings 3% 55-65 884 
Conversion 34% 59: Savings 3% 60—70 78 


Conversion 34% 1969 83% 


Savings 3% 65-75 71 
Exchequer 5394 1966 98 


Treasury 24% 433xd 


Funding 3% 66-68 81$ Treasury NOI 77-80 72% 
Funding 3% 59-69 80% ‘Treasury 34% 79-81 71% 
Funding 33% 99-04 64% Victory 4% 92 li 





Reviews 


Standard Costs for Manufacturing 


Third edition, by STANLEY В. Henrici. (McGraw- 
Hill Publishing Co Ltd, London. 66s.) 


There obviously is a market for this kind of book as 
is shown by the extent of the McGraw-Hill account- 
ing series and the fact that this is the third edition 
of Mr Henrici's book. But it is doubtful whether 
the market exists in the United Kingdom and even 
more doubtful whether it would be a good thing if 
it did. 

There is something inexorable about this kind of 
American textbook; it is unlikely that authors are in 
fact told to write on a particular subject and to see 
that the result is not less than 400 to 500 pages, but 
they manage to give this impression. Mr Henrici 
has good, commonsense and very detailed things to 
„say, but they could all have been said in a quarter of 
the spage. Is it, for example, really necessary to use 


1 


up two pages of text on the nature of standards 
before arriving at the devastating interim conclusion 
that ‘A standard ought to represent not what costs 
are or have been but what they should be’? 

Some of the devices for inducing wordiness seem 
deliherate; in particular, the irritating habit of re- 
stating the conclusions arrived at so far at the 
opening of a new chapter. And it seems that the 
assumption stated in the preface 'that the reader has 
already studied historical cost accounting and hence 
needs no further instruction in this subject', is either 
forgotten in the text or is meant to imply a standard 
of study too low to be recognized as such. 

Of course, the book has its merits: it is produced to 
the high standard associated with the McGraw-Hill 
series; it is lavishly supplied with forms and diagrams; 
it is well equipped with questions and problems at 
the end of each chapter, for those who want them. 
It does succeed in putting some flesh and blood 
round the principles of standard costing which can be 
understood from much shorter English books. It 
could usefully be read by English students who have 
no practical experience of standard costs in manu- 
facturing industry and who find that the true text- 
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Mechanise your payroll 


accounting with 
Flemington ADDO-X 


@EOR ONLY £220 








THIS I$ THE TURNING POINT Those extra entries per employee are the final argument in 
favour of mechanised accounting and REMINGTON provides it with Payroll on the 
ADDO-X range of machines from as little as. £220. 

NO SPECIAL MACHINE TRAINING A simplified keyboard combined with automatic function 
control makes these machines simple and fast. The office junior can learn to operate 
the ADDO-X in 5 minutes flat! 

A COMPREHENSIVE RANGE of Payroll systems incorporating the new Government Pension 
Scheme is offered. 

UNIQUE 4-SIDED PROGRAMME BAR provides facilities for additional applications such as 
Ledgers, Stores Accounting etc. at no extra cost. 


AD D Ü =X The most sensational development to date in low-cost mechanised accounting by 


Z2 e te 22. | 7, 


‘XVII 





To Remington Rand Ltd., Remington House, 61/65 Holborn Viaduct ЕС1. CEN 1010 ` 
П Please send me your folder "The New Government Pension Scheme”. 


FILL IN 


Li Please arrange fora demonstratión at our office. с Tick whichever Is applicable 
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INTEREST PER ANNUM 


=£6. 2.5% 


where Income Tax is paid at the standard rate 





on | year fixed TERM SHARES 


The Directors are prepared to accept sums of £100, and multiples of £50 up to 
£2,500 for a fixed term of 1 year, bearing interest at the rate of 33% per 
annum, income tax paid by the Society. Here is a splendid opportunity of 
securing a high rate of interest for a guaranteed term. 


FULL PARTICULARS ON REQUEST 


WESTBOURNE PARK 


BUILDING SOCIETY 


Member of the Building Societies Association 


Head Office: Westbourne Grove, London, W.2. 
Local Offices: Southend, Worthing, Ashford (Kent), Newbury, 
Newton Abbot, Bournemouth and agencies throughout the country 


Assets £31,000,000 Reserves £2,094,000 





Aeville Industrial Securities Led. 
| апі 


Neville Developments Ltd. 


Provide a complete service for the Public Flotation of Companies. 


Financial arrangements can also be made with Owners of Companies too small or not suit- 
able for flotation with a view to the alleviation of their Surtax and Death Duty problems. 


For the information of investors a Quarterly List giving particulars of all 
companies sponsored is available on application. 


Эйе Rouse, 42-46 Hagley Road, Eogtaston, Birmingham, 16. 


Telephone: Édgbaston 5431-2-3-4. 
Telegrams: Trustnevil Birmingham. s 
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book conjures up a bloodless picture. Against such 
an emaciated view, Mr Henrici’s standard costing 
system will look like a typical overweight executive! 
Those who are going to read the book should 
. approach it warily. The first chapter is a bit high- 
` flown and, if the view from the train going from 
Philadelphia to New York is really like the first 
chapter of this book, as seems to be suggested, it is 
to be hoped that blinds are provided. But this chapter 
is not typical and the book soon settles down to sound 
matter which can be referred to as a second opinion 
with confidence and which is better treated this way 
ethan being read straight through. Admirers of 
* Gowers should probably avoid this book as plain 
English is at a discount; it is interesting to consider 
how Gowers would have put 'intrastandard variances 
~ those due to non-normal capacity and non-standard 
operations ~ are scrutinized’. 


Introduction to Economics 

7 “Third edition, by Professor Alec Cairncross. (Butter- 
worths & Co (Publishers) Ltd, London. 20s net.) 
The success of this proven textbook is reflected in 
this new enlarged third edition. The basic framework 
of the book remains unchanged, the approach to the 
subject is still primarily via the firm and structure of 
industry. The main changes are in the section dealing 
with money and employment which in the past was 
rather condensed. Now there is lengthy exposition 
of the financial structure coupled with discussion of 
modern trade cycle theory and the national income 
accounts. The book is certainly good value from both 
the author and the publisher, but one is still left 
wondering whether elementary economics cannot be 
_outlined in less than 650 pages. Much, no doubt, 
^ depends on what the author considers the student 
should learn at this level and Professor Cairncross 
seems at times to be quite ambitious. 


The Economic Background to Investment 


by H. B. Rosr. (Published for the Institute of 
Actuaries and the Faculty of Actuaries by Cambridge 
University Press, London. 40s net.) 
This new addition to the series of textbooks for 
students, prepared by the Institute of Actuaries and 
the Faculty of Actuaries, will attract a much wider 
readership, Among those who stand to gain most 
from a careful study of its contents are prospective 
chartered accountants. They will learn from it all, 
and more than they need to know about investment, 
- financial institutions and monetary economics. The 
"remarkable scope of the book is reflected in the fact 
that its topics range from the national income accounts 
to published company accounts, and from the factors 
determining the rate of interest to the problems of 
international payments. 
One must admire the author’s success in linking 
up these various facets of the investment scene in so 
authoritative yet readable a manner. The level. of 
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analysis is consistently good; this is not merely an 
elementary textbook for students. Mr Rose deserves 
considerable credit for having so successfully dis- 
charged an extremely difficult task. 


SHORTER NOTICES 


THe WaceE-Price Issue: A THEORETICAL ANALYSIS, by 
Dr William G. Bowen. Princeton University Press; 
Oxford University Press, London. 68s net. Recent 
efforts to restrain potentially inflationary wage claims 
in the United Kingdom economy by variations in 
monetary policy have found their counterpart in the 
United States. This readable if rather lengthy study 
discusses the role of wage pressures in generating 
inflation, stressing the institutional, sociological as well 
as the economic forces involved. It offers no solution 
but points out that some of the proposed remedies may 
be worse than the sickness they seek to cure. 


MoNEY AND ÍNCOME: AN OUTLINE OF MONETARY 
Economics, by A. C. L. Day and Sterie Т. Beza, A.B., 
A.M., PH.D. Oxford University Press, London. 60s net. 
Many undergraduate students of economics will be 
familia with Mr Day's earlier outline of monetary 
economics. This is the same book suitably revised for 
the American undergraduate market. The changes are 
inevitably substantial; for example, the institutional 
framework of the American monetary system is dis- 
cussed in place of the English, and where needed, e.g. 
trade cycle analysis, the text is amended to meet 
American experience. The material on current issues 
such as the sterling problem and the dollar situation 
has been brought up to date. 


Tue British Economy, 1920-57, by Professor A. J. 
Youngson. George Allen & Unwin Ltd, London. 28s 
net. While the average undergraduate is extremely well 
provided for with texts covering the economic develop- 
ment of this country during the nineteenth century, 
there is no single.up-to-date text which deals similarly 
with the period since the end of the First World War. 
Professor Youngson’s book deals primarily with the 
economic and financial events of those years, concen- 
trating in particular on analysing the forces which led 
to the policy decisions made in those years. Though it 
is primarily a textbook, the reader with some know- 
ledge of economics may find this readable account of 
those fateful years interesting, particularly the dis- 
cussion of monetary policy. 


RECENT PUBLICATIONS 


‘THE WonRLD оғ MATHEMATICS, edited by James R. Newman. 
Four volumes. 8 x 6. £6 6s net per set if purchased before 
November ist, 1960, after which the price will be 
£7 75 per set. George Allen & Unwin Ltd, London. 

THe STRUCTURE oF PROPERTY OWNERSHIP IN GREAT 
Britain, by E. Victor Morgan. xi+207 pp. 9х6. 
32s 6d net. Clarendon Press: Oxford University Press, 
London. 

‘TAXATION IN SWEDEN, World Tax Series, prepared by the 
Harvard Law School International Program in Taxation 
in consultation with The United Nations Secretariat. 
- xxxviii4-725 pp. 94x64. $17.50. Little, Brown & by 
34. Beacon Street, Massachusetts, U.S.A 

SaviNG IN A FREE "Socigry, by J. Enoch "Powell, M.B.E., 

, M.P. 142 pp. 83 X 54. 215 net. Published for The institute, 
' of Economic Affairs by Hutchinson & Co p (Publishers 
: Ltd, London. à 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Revaluation of Fixed Assets 


Sir, – Your correspondent ‘Principal’ in your issue 
of September 17th asks for good commercial reasons 
for going to the expense of a professional valuation 
and inventory based on current replacement cost. 
It seems to me that the most important reason for 
revaluation lies in the effect on the profit and loss 
account. All earnings and costs other than depreciation 
are expressed in terms of the current value of the £, 
and it is surely wrong to use an obsolete currency for 
one item of expense. This would become very clear 
if we imagine a large-scale replacement of plant in 
one financial year, when the higher depreciation 
charge might well convert a book profit into a book 
loss. But the replacement of plant does not of itself 
justify our increased price for one's products; this 
has already been justified in previous years by the 
fall in the value of the £. The accounts should surely 
reflect this, if they are to be of commercial 
value. 


Incidentally, since the revaluation would be 
designed only to cover the effect of inflation, not to 
arrive at a market value, I am surprised that the 
expense is as high as ‘Principal’ suggests. A satisfac- 
tory result should be obtainable by the use of 
arbitrary indices of increases in cost since the year of 
purchase, 


Yours faithfully, 


London, EC3. A. W. BOWEN. 


Practitioners and the Revenue 


Вів, ~ Recently, during a conversation with an 
Inspector of Taxes, your correspondence relating to 
accountants and the Inland Revenue came under 
review, and the following points may prove of 
interest to your readers, 

It is considered that the many accountants who 
carry out account preparation for large numbers of 
businesses for small fees, which include taxation and 
management consultancy are doing the profession as 
a whole a grave disservice. The Inspector’s contention 
was that charging between five and ten guineas per 
‘set of business accounts, as is done by a large number 
of provincial accountants, causes two main results. 
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Firstly, the accountant himself is overburdened and 
has to work far too long hours to carry out his 
commitments, and secondly, he provides an in- 
adequate service to his clients. Arising out of this, in 
order to maintain an adequate income, a smali 
staff is employed, often with inadequate training and 
experience. 


Prima facie, therefore, his work must to a certain 
extent be skimped, and the accounts provided be 
subject to doubt from а "Revenue standpoint. The 
Revenue are therefore forced to ask many trivial 
questions to ensure for themselves that the accounts 
are properly prepared, thus adding to the accountant's 
burden. 


If the provincial accountants were to double their 
fees, they might lose a few clients, but not many if 
clients were satisfied with the work performed in the 
past. The extra income could then be used to increase 
their staff and carry out more comprehensive work. 
Under these circumstances the Revenue would be 
prepared to accept the accounts as presented and. 
cease to ask so many questions, thus reducing the 
burden of work all round. 


Yours faithfully, 


Hove, Sussex. JOHN W. MITCHELL, A.C.A. 


Maintenance Claims 


Sir, - We shall be most grateful for the advice of 
your readers on a point which we do not doubt is of 
relatively frequent occurrence. 


We have prepared maintenance claims on some 
slum properties which the Inspector has agreed. 
should be regarded as one estate for this purpose. He' 
still, however, insists that repairs on properties which 
have been demolished prior to the year of assessment 
must be excluded from the five-year average, on the 
grounds that there is no assessment in the year con- 
cerned on those particular properties. 

Subsection 4 of Section ror of the Income Tax 
Act, 1952, says: 

*. . . the total cost of the maintenance, repairs, 
insurance and management of any land managed as 
one estate, or of any houses on any such land, shall 
be compared with the total annual value of the land 
or houses as the case may be’. 


We cannot, therefore, see any justification for the 
exclusion of repairs in the case of houses which have 
been demolished, the land remaining in the ownership- 
of the estate, and shall be very glad to hear from any- 
body who has successfully sustained this view. 


Yours faithfully, 
HERBERT GIMSON & SON. 
London, ECI. 
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TENTH NATIONAL TAXATION CONFERENCE 
INSTRUCTIVE MEETING AT HARROGATE 


Р 
The tenth national taxation conference organized by 
our contemporary Taxation was held from Friday of 
last week until last Monday in Harrogate, and was 
attended by a large number of members of the ac- 
countancy and legal professions and representatives 
from industry and commerce. 

The conference was under the chairmanship of 
Mr Percy F. Hughes, Editor of Taxation, and the 

e Papers given on different aspects of income tax law 
and practice at the business sessions in The Royal 
Hall proved of great practical value and interest. 


CHAIRMAN’S OPENING ADDRESS 


Opening the conference on Friday afternoon, Mr 
Percy Hughes said: 
Our conference this year opens in an atmosphere 
which is much more quiet politically than was the case 
t last year, the General Election having been held the 
day before we began our conference in Folkestone. 
'The economic position has changed since that time 
and we have seen the introduction of rather more 
stringent credit controls and have had a budget which 
imposed an extra 23 per cent on profits tax with very 
little in the way of relief in other directions. Also 
since our last conference we have had the resignation 
of Mr Amory as Chancellor of the Exchequer and the 
appointment of Mr Selwyn Lloyd as his successor. 
What the new Chancellor will have in store for us in 
April next remains to be see, but I hope that the 
economic position will improve to enable him to 
restore the rate of profits tax to 10 per cent and to 
alleviate the burden of income tax either by increasing 
the allowances and reliefs or by reducing the rates of 
tax to some degree. 


i Estate Duty Burden 


Estate duty is a very important matter to all those 
who have accumulated assets during their lifetimes. 
Where, as in many cases, these have come from the 
personal effort of the individual concerned, because he 
has been thrifty as well as fortunate in his endeavours, 
I would like to see some measure of relief given which 
might be done by way of an extension of the relief 
given at present in respect of agricultural land and 
industrial buildings and plant. Very few realize how 
heavy the burden can be in the case of comparatively 
small estates, where the assets may not be in a readily 
realizable form. I hope most sincerely that the new 
Chancellor of the Exchequer will keep a watchful 
eye on the ever-mounting cost of Government expendi- 
ture, even a moderate curtailment of which could do 
much to assist in giving a measure of taxation relief. 


L amr Ronald Staples Gold Medal 

3 am very pleased that Mrs Staples has found it 
possible to be with us again this year and in particular 
that she will shortly present a Ronald Staples Gold 
Medal to Mr B. Sadler, who is in the service of the 
Inland Revenue Department, for the excellence of his 
papers in the Taxation Diploma Examination held in 
May last. She will also present the Taxation Golf 
Challenge Cup on Monday morning. 


Finance Act, 1960 


As on previous occasions, our efforts to provide a 
varied programme have been made easier by the 
co-operation of the Board of Inland Revenue who have 
consented to certain senior officers of the Inland 
Revenue Department taking part in this conference. 
In particular Mr D. H. McCartie, an Assistant Con- 
troller of Death Duties, will this afternoon, give us an 
address on the work of the Estate Duty Office, and 
tomorrow morning Mr H. A. Bradford, one of Her 
Majesty’s Principal Inspectors of Taxes, will take part 
in mock computation interviews. My thanks are due 
to the Board for their ready co-operation in this way 
which speaks well for the wider co-operation which 
exists between practitioners and those in the service of 
the Board of Inland Revenue with whom they come 
into daily contact. This co-operation is going to be 
needed in full measure when the provisions of the 
Finance Act, 1960, come to be applied in practice. 
This Act is as complex as any that we have ever had 
throughout the history of income tax. There is little, 
if anything, in it for popular appeal but much to 
exercise the time and patience of those who, like 
ourselves, find it necessary, whether by reason of 
choice or necessity, to advise others on its meaning 
and effect. Because of its importance, I felt it desirable 
to have two addresses this year on the provisions of the 
Finance Act, one being tomorrow afternoon by Mr 
D. W. Pursglove on the anti-avoidance provisions of 
the Act, and the other by myself on Monday morning 
on the penalty provisions. 


The Work of the Estate Duty Office 
'The speaker at the first business session was Mr D. H. 
McCartie, an Assistant Controller of Death Duties, 
Estate Duty Office, Inland Revenue, whose subject was 
"The work of the Estate Duty Office’. Mr Geoffrey 
A. N. Hirst, T.D., M.P., was in the chair. 

Mr McCartie explained that he wanted to talk 
quite generally about the Estate Duty Office, and 
reminded his audience that the death duty legislation 
confers rights, duties and powers on the Commis- 
sioners of Inland Revenue, a body of seven civil 
servants who together constitute the Board of Inland 
Revenue, and who, in exercise of their powers, now 
contained in the Inland Revenue Regulation Act, 
189o, have delegated the executive work of collecting 
the death duties to the Estate Duty Offices in London 
and Edinburgh. In order to explain to his audience 
the mechanism of the office, the speaker took them 
on what he described as a ‘verbal tour’ of its various 
departments and traced a case through its various 
steps. One of the most important branches of the office 
is the wills division, because it acts as a filter and 
protects the rest of the office from cases where there is 
no further duty to be collected and there is no question 
worth raising on the contents of the Inland Revenue 
affidavit. 

It was clear from Mr McCartie's talk that the office 
works under considerable pressure. He stressed that the 
officers who are responsible for the assessment of duty 
must, in considering each case, miss nothing df signifi- 


426 


cance but yet be capable of taking reasonably broad 
views when the situation calls for it. He took as an 
example of the complications which have sprung up 
since the war to harass the sections in which the 
assessments are made thé differential rates of duty: 
two new kinds of differential rates were introduced by 
the Finance Act of 1954, and it much extended the 
scope of another. 

Two specialist branches help the sections in their 
work of valuing property. One of these is the actuary's 
branch, which has the work of valuing such reversions, 
life interests and policies as are too complicated for the 
section examiner to tackle. The other is the shares 
valuation branch, the main job of which is the valua- 
tion of unquoted shares. 


Anti-avoidance and the Finance Act, 1960 


Mr Thomas Lister, M.A., C.A., Immediate Past President 
of The Institute of Chartered Accountants of Scotland, 
took the chair for the first address on Saturday 
afternoon, which was given by Mr D. W. Pursglove, 
A.C.A., on ‘Anti-avoidance and the Finance Act, 1960’, 
his subject being in fact Sections 20 to 38 and the 
Fourth Schedule of that Act. 

Section 20 restricts the setting-off of losses in one 
business against the profits of another business carried 
on by the same person to those cases where the trade 
was carried on for the year of assessment concerned 
*on a commercial basis and with a view to the realiza- 
tion of profits in the trade or, where the carrying on of 
the trade formed part of a larger undertaking, in the 
undertaking as a whole’. Sections 21 to 24 are directed 
against the practice which has come to be known as 
‘stock-stripping’. Section 21 covers the sale of shares 
in a company which carries on either (a) a trade or 
dealing in securities or land or buildings, or of develop- 
ing land; or (b) any other trade such that the value of 
any one object representing or forming part of the 





' Mr D. W. Pursglove, A.C.A., addressing the conference 
on Saturday afternoon. 
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trading stock belonging to the company at the time 
of the sale amounts to one-fifth or more of the value 
of the company's net assets. The sale must be to some- 
one who already controls or, after the sale, will control 
the company, and the receipt must be of such a nature 
that it would not normally be income. The speaker 
explained the procedure which will be followed. 
Section 22 deals with ‘stock-stripping’ as applied 
to non-trading building companies. Section 23 seeks 
to destroy the possibility of avoiding Sections 21 and 
22 by using holding and subsidiary companies. Section 
24 provides that sales of ‘associated parcels’ of shares 
are to be lumped, and treated as all taking place on 
the date of the particular sale which gives control of 
the company. e 
Dealing with Sections 25 and 26, which are con- 
cerned with transactions between associated companies, 
one of which is dealing while the other is not, Mr 
Pursglove explained that Section 26 was directed 
against the tax avoider who sold shares in his own 
companies so as to extract profits without paying tax 
thereon. In his consideration of the other sections 
coming within his purview, the speaker drew parti- 
cular attention to Section 35, which has to do with the 4 
valuation of work in progress at the discontinuance of 
a profession or vocation after April sth, 1960. No 
longer will it be possible to credit merely the cost of 


work in progress, despite its subsequent sale to a 


successor at a figure including profit. In such circum- 
stances the sale price will now have to be brought in. 
Under certain other conditions an arm’s length valua- 
tion will be applicable. 


United Kingdom Tax and Investment 
Overseas 


The second address on Saturday afternoon was given 
by Mr R. T. Esam on ‘United Kingdom tax and 
investment overseas’. Mr J. E. Harris, B.COM., 
F.A.C.C.A., President, The Association of Certified and 
Corporate Accountants, was in the chair. 

Mr Esam said that there were four main ways in — 
which United Kingdom residents were concerned with 
investment overseas, two falling into the category of 
‘mere’ investment and two of active investment during 
the course of trade, namely: 

(1) passive investment, e.g. through the purchase of 

shares in companies resident overseas; 

(2) passive investment through the purchase of 
shares in companies resident in the United 
Kingdom but trading in whole or in part overseas; 

(3) active investment by setting up an overseas 
branch or subsidiary of a United Kingdom 
concern with control or residence still completely 
in the United Kingdom; 

(4) active investment by setting up a separate 
company resident and controlled only in the 
overseas country. 

Mr Esam first of all had a few words to say about 
the general principles of United Kingdom tax law in 
connection with United Kingdom taxation of overseas ^ 
income as it applied to these types of investment, and 
then proceeded to an examination of the law as it 
affected those investments. 

'The question of taxation and overseas investment 
has, the speaker continued, become steadily more press- 
ing since the Second World War. The Royal Commission 
found that, subject to modification and clarification, 
there was no reason for altering the three main tests 
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Mr Thomas Lister, M.A., С.А., Immediate Past President of 
The Institute of Chartered Accountants of Scotland, who 
took the chair at a technical session on Saturday afternoon. 


affecting the liability of individuals, namely, residence, 
ordinary residence and domicile. The main outcome 
of the Royal Commission's final report was the 
recommendation that overseas trade corporations 
should be recognized and this recommendation was 
implemented by the Finance Act, 1957. 

The speaker referred to the drawbacks of the present 
United Kingdom tax system with regard to investment 
overseas. He thought that we should be constantly 
seeking improvements to the system and also seeking 
to ensure that it keeps pace with a rapidly changing 
climate in international taxation affairs. He drew 
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attention to the strong arguments for saying that 
investors in a particular overseas country should 
become exclusively liable to taxes there in respect of 
income arising there, regardless of their different 
countries of residence, as only in this way can overseas 
taxation be operated in a fully responsible and effective 
way with the needs and conditions of the overseas 
country in mind. Mr Esam pointed out that, even if 
complete and unconditional exemption from United 
Kingdom tax for foreign income was too sweeping a 
proposal, there were various possible improvements 
endorsed by the Royal Commission which are long 
overdue, and he examined these. 


Recent Tax Case Decisions 


The first address on Monday morning was given by 
Mr E. C. Meade, F.C.A., on ‘Recent important case 
decisions’. Mr Edward Emmerson, F.C.A., F.C.W.A., 
Immediate Past President of The Institute of Cost 
and Works Accountants, took the chair. 

The speaker began his review by considering four 
cases which fall within the general field of 'fringe 
benefits’. In Philbin v. Abbott the House of Lords 
decided in favour of the taxpayer that when he 
exercised an option to acquire shares in the company 
of which he was secretary, so that he acquired for £859 
shares then worth £1,025, he was not taxable on the 
difference on the basis that it was an emolument. The 
House of Lords also decided in favour of the taxpayer 
in Hochstrasser v. Mayes. This concerned a housing 
scheme operated by Imperial Chemical Industries 
Ltd, in favour of its employees, the purpose being to 
help an employee to find a house in a new district to 
which he was moved in the course of his work for the 
company. The taxpayer was reimbursed £350 by the 
company in respect of his loss in selling his house on 
being required to move by the company, and the 
House of Lords held that this was not liable to tax 
under Schedule E. In Wilkins v. Rogerson the tax- 
payer's employer gave him a suit as a Christmas present. 
Danckwerts, J., held that he was assessable to tax 
only on the second-hand value of the suit, and not the 


Mr D. McC. Watson, B.A., 
LL.B., F.C.A., Immediate Past 
President of the Irish Insti- 
tute, and Mrs Watson being 
received by the Mayor and 
Mayoress of Harrogate at the 
civic reception and dance on 
Saturday evening. 
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price paid by the employer for it. In Barclays Bank 
Ltd v. Naylor, Cross, J., held that money paid by 
trustees, under an education scheme operated by 
Imperial Chemical Industsies Ltd, to a bank account 
in the name of the nine-year-old son of one of the 
company’s employees, with a view to the boy’s educa- 
tion and maintenance, was income of the child and 
not of his parent, so that the United Kingdom income 
tax which had been deducted when the payment was 
made was recoverable on the child’s behalf. While the 
case turns on its own particular facts, one of which 
was that the father was a non-resident employee of the 
company, it does decide that the mere application of 
what would otherwise be a child’s income towards the 
discharge of a legal liability of the parent is not enough 
to convert the sum in question into income of the 
parent. 


Back Duty: The New Look 


The last speaker was Mr Percy F. Hughes, whose 
subject was ‘Back duty: the new look’. The chair was 
taken by Mr D. McC. Watson, B.A., LL.B., F.C.A., 
Immediate Past President of the Institute of 
Chartered Accountants in Ireland. 


Mr Hughes said that the provisions of the Finance 
Act, 1960, dealing with penalties and assessments 
were brought about as a result of C.I.R. v. Hinchy. 
Although this case was decided by the House of Lords 
in favour of the Commissioners, it emphasized the 
very unsatisfactory state of the law relating to penalties 
and the Royal Commission on the Taxation of Profits 
and Income had expressed similar views in their 
report of 1955. 

The speaker drew attention to the fact that, by 
virtue of Section 51 of the Finance Act, 1960, it may 
well be possible, if neglect on the part of the taxpayer 
can be established, for the Crown now to recover all 
tae duty lost over a period of eighteen years, instead of 
six years under the normal assessing provision. Section 
45 continues the duty imposed on every person charge- 
able to income tax to give notice that he is so charge- 
able, and imposes a penalty of a sum not exceeding 
£100 for failing to comply with this provision. The 
penalty under the old legislation was a treble duty 
penalty equal to that imposed by Section 25 (3) of the 
Income Тах Act, 1952. Section 47 enacts that where а 
person fraudulently or negligently delivers any 
incorrect return or statement, makes any incorrect 
return, statement or declaration in connection with a 
claim for allowances, or submits to the Revenue 
incorrect accounts in connection with the ascertain- 
ment of his liability to income tax, he will be liable to a 
penalty not exceeding the aggregate of £50 and the 
amount, or, in the case of fraud, twice the amount of 
the underpaid tax. Section 58 provides that where an 
assessment was made for the purpose of making good 
to the Crown a loss of tax, wholly or partly attributable 
to the fraud, wilful default or neglect of any person, 
interest may be charged at the rate of 3 per cent per 
annum from the date on which the tax ought to have 
been paid until payment is made. In the case of fraud, 
wilful default or neglect by a person who has died, 
Section 53 permits an assessment on his personal 
representatives for any year of assessment ending not 
earlier than six years before his death to be made at 
any time before the end of the third year next following 
the year of assessment in which he died. 
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Mr J. E. Harris, B.COM., F.A.C.C.A., President of the Associa- 
tion of Certified and Corporate Accountants, was chairman 
of one of Saturday's sessions. 


Mock Interviews 


On Saturday morning mock computation interviews 
were held. Mr H. A. Bradford, F.s.A.A., Н.М. Principal 
Inspector of 'laxes, represented the Revenue and 
Messrs К. К. Tingley, A.a.c.c.a., К. S. Carmichael, 
A.C.A., and J. M. Cooper, A.A.C.C.A., А.С.1.5., represented 
the taxpayers. 


Civic Reception and Dance 


On Saturday evening, the Mayor and Mayoress of 1 
Harrogate, Councillor Leonard Roberts, J.P., and Mrs 
Roberts, gave a civic reception and dance in the Royal 
Hall for members and their ladies. 


Church Service 


Members of the conference, with their ladies, attended 
a special service at St Peter's Church, Harrogate, on 
Sunday morning. The service was taken by the Rev. 
Canon R. H. Bains, M.A., Vicar of St Peter's and Rural 
Dean of Knaresborough. 


Golf Competition 


An eighteen hole Stableford golf competition for the 
Taxation challenge cup was held on Sunday over the 
Oakdale Golf Club course. The winner was Mr G. J. 
Shaw, A.C.A., of Newcastle. The presentation of the 
trophy was made on Monday morning by Mrs Staples. 


For the Ladies 


A special programme for the ladies included a coach 
tour through the Yorkshire countryside, during which, 
by gracious consent of H.R.H. The Princess Royal and 
the Earl and Countess of Harewood, a special opening 
of Harewood House was arranged and the party was 
escorted on a tour of the private apartments and state 
rooms. . 
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Factual Forecasts 


This is how Anson Visicast works: A multiple store 
handling up to 1,900 different items receives from 
every branch itemized sales totals on the Visicast 
form. These standard forms automatically align, and 
daily totals for every item and every branch read off 
under the cursor. The form is a daily and cumulative 
record of sales, cash value, brand movements AND 
a stock reminder. The Visicast system is applicable 
to transport control, theatre and travel bookings, 
roundsmen's returns, travellers’ sales and in every 
case where an immediate and accurate ‘picture’ is 
needed of itemized movement. 


Please post this coupon for further details 


— — -ANSON VISICAST INQUIRY FORM— — = 
| 
| 


N om | stake a ро иї it nas Please write your name on the coupon, attach it to your letterheading 
and send to: 


d GEORGE ANSON & COMPANY LIMITED. Solway House, 
NSON Southwark Street, London, SEI. ҰАТегіоо 2711 (10 lines) 


Mark for the attention of: 


for planned production 


RECORD YEAR . . . RECORD BONUS 


MORE AND MORE discerning people choose the Scottish Equitable 
for mutual life assurance. 


NEW BUSINESS increased 50% in two years. 
YIELD on Life Assurance Fund up to £6 10s 42%. 


INTERMEDIATE BONUS on life assurances up to 50s% compound. 


A PROFIT-SHARING POLICY IS A FIRST CLASS INVESTMENT 


Write for details 


SCOTTISH EQUITABLE 


LIFE ASSURANCE SOCIETY 


28 ST ANDREW SQUARE, EDINBURGH 2 
1313 CORNHILL, LONDON, EC3 





PENSIONS 


FOR ' 
EMPLOYEES 


an urgent 


problem 


The National Insurance Act, 1959, gives 

employers the opportunity under certain 
conditions of contracting out of the graduated 
part of the State pension scheme. The whole 
subject of pensions for employees is both com- 
plicated and urgent. Every employer should 
seek expert advice before taking a decision. 

The Norwich Union offers assistance and 
guidance on these problems through their 
Pensions Consultants, men with wide experience 
and expert knowledge. 

Where pension schemes are arranged with 
the Norwich Union, the Society will carry out 
all the negotiations necessary with the Registrar 
and the Inland Revenue to secure the Certificate 
of Non-participation permitting the firm to 
contract out of the State scheme. 

A new booklet has just been produced by 
the Norwich Union to assist employers with 
this urgent problem. 


Post the coupon NOW for a copy 


NORWICH 
4, UNION 


INSURANCE SOCIETIES 
10-18 Surrey Street, NORWICH, NOR 88A. 


You may send me, without obligation, a copy of the Norwich 
Union’s booklet relating to Pension Schemes. 
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DAVIES INVESTMENTS LTD 
BANKERS 


GROSS ASSETS £2,000,000 


SHORT-TERM DEMAND RATES 


The following rates of interest are paid 
on sums deposited for short terms; no 
notice is required for withdrawal: 


Up to £50,000 6} per cent 
Over £50,000 ESSA 
* 
For full details including Audited Balance Sheet, 
please write:— 
INVESTMENT DEPT. AST, 


DAVIES INVESTMENTS LTD 
DANES INN HOUSE, STRAND, LONDON, WC2 


A Punched Card Job? 


(SERVICE BUREAUX IN CITY & WEST END) 


PUNCHING, VERIFYING, 
SORTING, REPRODUCING, 
INTERPRETING and 
TABULATING 


21-Column ICT (Powers-Samas) 

40— IUE? $ 

65- ICT » » 

80— ICT (Hollerith) 

80— IBM 

* 

An economical service comprehensively 
equipped, and designed to meet the 
demands of users and non-users alike 


AJAX CALCULATING SERVICE LTD 
9 BOW LANE, LONDON, EC4 
Ring City 6112 for Immediate Service 
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New Office Equipment 


k BUSINESS EFFICIENCY EXHIBITION SELECTION 


AST week we surveyed some of the new equip- 
ment which will be on view at the 48th National 
Business Efficiency Exhibition which opens at 
Olympia next Monday. We now give, in the following 
notes, brief outlines of a further selection of exhibits. 


.- Accounting Machines 


The range of Audit accounting machines includes 
both sterling and decimal models, with and without 
alphabetical keyboard. Special features of these 
machines аге a modern 1io-key keyboard and the 
reduction of necessary operating controls to only two, 
making them easy to operate. A built-in automatic 
proof device ensures complete accuracy of entry and 
there is automatic programme selection from the 
"keyboard. 

' Price to be announced. 

British Olivetti Ltd, 3o Berkeley Square, London, 

Wr. (Stand 67.) 


Among new Burroughs equipment is the Series 
F.r200 P linked to an I.B.M. punch and producing 
a positional stock record on conventional cards and 
punching selected information direct to an 80-column 
card for subsequent processing. Another new machine 
is the Series F.600 Analysis machine, which provides 
up to twenty-seven separate lists and totals with only 
one pass of the documents and sorts each batch into 
its respective pocket automatically. The F.4000 dual 
print-head electronic book-keeping machine with 
automatic reader enables a complete trial balance to 
be taken, using data stored on three narrow magnetic 

strips on each ledger account. 

Prices: Series F.1200P, £1,500-£3,000; Series Е.боо, 
£4,500; Series F.4000, £5,000-£5,500. 

Burroughs Adding Machine Ltd, Avon House, 
356 Oxford Street, London, Wr. (Stands 98/106.) 


Duplicating 


A new surface application process developed by 
scientists at the Kodak laboratory is used for the first 
time in the Buromatic Photocopier. By this system, 
prints are processed simply by passing over wet 
rollers instead of being totally immersed; the pro- 
cessing time is eight seconds and speed of production 
is very much increased. For use with this process a 
range of Autopositive papers has also been developed 
by Kodak. These produce copies of two-sided originals 
with sharper definition and provide first-class master 
copies for subsequent reproduction by the dye-line 
method. The two sections of the Buromatic, i.e. for 
sure and for processing, can be placed together 
as one unit or side by side. The processing section 
may be purchased separately for use with direct- 
positive printing papers. 
Prices: Buromatic Photocopier for operation on 
A.C. mains, 135 guineas; Processor only, 77 guineas. 
Solicitors Law Stationery Society Ltd, Oyez House, 
Bream’s Buildings, Fetter Lane, London, EC4. 
(Stand 151.) 


The Bandavelop ‘One-Step’ takes only ten seconds 
to produce a copy. Only the original and negative 
paper are fed into the machine, the positive paper 
being stored inside and cut automatically to the length 
of the original. There are two additions to the series 
of Banda Spirit Duplicators, each offering new features. 
'The goECRF Ream Feed machine, foolscap size and 
electrically driven, is fitted with a pre-set. counter 
which stops the machine when the required number 
of copies is printed. The r70ECRF Ream Feed 
machine, brief size, has the same improvements and 
in addition can accommodate either a full ream of 
paper up to size 14 in. by 17 in. or two reams of paper 
foolscap size, side by side. у 

Prices: Bandavelop ‘One-Step’, £295; 9оЕСКЕ 
Ream Feed, £250; 170ECRF Ream Feed, £336. 

Block & Anderson Ltd, Pemberton House, East 
Harding Street, London, EC4. (Stand 119.) 


Filing 


Anson Pendulum Lateral Filing is a simple method 
of getting more files into less space with greater 
efficiency. Each file is: separately suspended from a 
single rail by means of the Anson Pendulum Hook. Rails 
are housed in tiers of open-racking finished in delicate 
pastel shades to blend into modern office design and 
decoration. Instant reference is provided by alternative 
tabbing methods, making for speedy selection, and the 
range of files available covers the housing of any docu- 
ment punched or otherwise. The Anson Plastic Lace 
‘Quick Binder’, with all its attendant advantages, can 
be used with the system. 

Prices: Anson Pendulum Lateral Filing, for a 6-tiered 
unit complete with 1,200 files – approx £90. 

George Anson & Co Ltd, Solway House, Southwark 
Street, London, SEx. (Stands 73/88.) 


Stationery 


With the Manicopy sales ledger system the state- 
ment, ledger card and sales ledger proof sheet 
are prepared at one writing and balances are 
proved daily or after each posting run. Thus, state- 
ments are always up to date and ready for immediate 
dispatch. The proof sheet is a line-by-line entry of 
each individual posting, the totals being posted to a 
control account which gives the total amount owing by 
customers. A choice of twelve standard rulings is 
available and up to seventeen analysis columns are 
included. The depth of the standard proof sheets is 
16 inches and all are punched for filing in standard 
sectional post binders. Ledger cards are punched for 
use in hollow post binders. The statement form includes 
an optional ‘overdue account panel’ and a white letter 
panel at the foot drawing attention to ‘amount due’ can 
be extended if required to give prominence to other 
instructions or requests. Standard postal statements, 
which do not require envelopes, are also available. 

Price to be announced. 

Manifoldia Ltd, Lincoln House, 296-302 , High 
Holborn, London, WCr. (Stand 75.) 


430 


THE 
ACCOUNTANT 


October Ist, 1960 


COST ACCOUNTANTS’ SUMMER SCHOOL 


ELEVENTH RESIDENTIAL COURSE AT CAMBRIDGE 


The eleventh residential summer school of The 
Institute of Cost and Works Accountants was held at 
St Catharine’s College, Cambridge, from Monday to 
Saturday of last week. The President of the Institute, 
Mr W. S. Risk, B.COM., C.A., F.C.W.A., delivered the 
opening address and four papers were presented. A 
summary of these is given below with the exception of 
'The Earl of Courtown's address which is reproduced 
in full elsewhere in this issue. 

After each paper, the school divided into discussion 
groups. Points raised by the groups were subsequently 
dealt with by the speakers at a final meeting held 
each day. During the course a number of social events 
included visits to Pye Ltd and Spicers Ltd and tours 
of the colleges. 


The Effects of Taxation on Company Policy 


Sir Frank Bower, C.B.E, M.A., the immediate Past 
President of The Association of British Chambers of 
Commerce, who was formerly head of the taxation 
department of Unilever 
Ltd and, until his recent 
retirement, chairman of 
the Taxation Committee 
of 'The Federation of 
British Industries, gave 
a paper entitled "The 
effects of taxation on 
company policy'. 

What we are seeking 
to examine, he said, is 
the dispassionate calcu- 
lated decision of the 
professional manager of 
a business when he is 
required to do some- 
thing about the levies 
which the Government 
put on the resources 
of his business. ‘Taxation’ includes United Kingdom 
taxes on turnover, on documents, on capital, as well 
as taxes for which the company is merely the collecting 
agent. The Government uses business as its tax 
collector or distributor for four-fifths of the levies 
which it imposes, though the final incidence of 
taxation is on individuals. 

Before considering the influence of the different 
taxes on management decisions, Sir Frank considered 
the attitude of managers to United Kingdom taxation 
in general. As the co-operation of business is essential 
to the government of the country because it provides 
so large a part of the money to pay for it, the broad 
principle is that the management must see that the 
system works as well as it can make it. This principle 
is qualified in two ways: first, business is not the 
Government, and is not responsible for the conse- 
quences of the laws which Parliament makes; secondly, 
it is the duty of business to obey the tax law — no more 
and no less. The advantage of the tax manager is his 
flexibility. There are usually several alternative legal 
ways*of achieving a desired result. He knows what he 





Sir Frank Bower 
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wants and he can choose the method which is likely 
to incur less tax, other things being equal. The broad 
rules of tax management are (a) to accept the fact that 
Parliament has deliberately chosen to use business as 
a channel for collecting and charging out by far the 
greater part of the tax revenue – this use is extending 
still further; (b) to obey the law meticulously as it 
applies to completed acts; (c) to consider the tax corm 
sequences of alternative methods of doing what is 
wanted before a decision is made to act. 

Having defined the attitude of mind in which 
management should face its tax problems, and drawn 
attention to the need to make sure that the pricing 
policy so far as possible includes all taxes, the speaker 
went on to consider specific taxes and their conse- 
quences. He pointed out that it is in the field of taxes 
on company profits that there is maximum scope fox. 
discretion in tax management, and he examined in 
detail this aspect of his subject. He gave examples to 
illustrate the main classes of situations on which the 
shrewd manager can decide what to do, while empha- 
sizing that there are many other opportunities which 
can arise of legitimately choosing which of the tax rules 
and conventions are appropriate and least expensive. 


Business Forecasting and Long-term 
lanning 

In a paper presented by Mr J. Shields, F.C.w.A., A.C.I.S., 
secretary of the Durham Chemical Group Ltd, the 
growing importance of both business forecasting and 
long-term planning was attributed to the increasing 
scale of investment, organized labour's demands for 
prosperity and security, the rate of technical develop- 
ment and the growth of competition at home 
abroad. Naturally, the techniques used had developed 
accordingly. Whereas budgeting covered periods of 
from one month to two years ahead, business fore- 
casting and long-term planning would usually be from 
two to five years ahead, extended to ten years or more 
where appropriate. Business forecasting, stated Mr 
Shields, found out if expansion was possible by 
examining general business prospects, and in particu- 
lar, those of the industry of which the company was a 
part; long-term planning was concerned with using 
the results of the forecasts to fix the company's 
objectives and determine how they could be achieved. 

The first exercise was in two parts, a general business 
forecast and a particular industry forecast, aimed at 
answering two main questions: (1) Will the prospects 
of the industry be linked more or less directly with the 
trend of business in general, or are there factors which 
may cause it to behave in an independent fashion?; 
and (2) Will the rate of development be the same 
that of business in general, or will it be faster or 
slower? Scientific, economic, political, social and 
physical factors would be considered and indications 
sought as to whether their effects were likely to be 
permanent or temporary. Mr Shields then examined 
the possible implications of these conditions in the 
framework of expanding, static and contracting mar- 
kets. The preparation of business forecasts called for 
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the training of the economist rather than the tech- 
nician or accountant, and a company might look to a 
university, trade association, outside consultant or 
_ Staff economist for help. There were drawbacks to 
К expecting senior executives to prepare a business fore- 
cast of this kind. 

Long-term planning consisted of an external plan 
of the objectives to be attained and an internal, or 
logistical, plan of how to attain them. 'T'he external 
plan represented fundamenta] policy, and once it was 
decided, further detailed plans for marshalling the 
company's resources could be drawn up. For each 
period, functional or departmental plans, profit state- 
Е and balance sheets were prepared, and Mr 

hields submitted examples of planned profit state- 
ments and balance sheets for an imaginary business 
over a five-year period based upon the accounts for 
1960. He analysed the figures contained in these 
examples and showed how the facts arrived at revealed 
the necessity for further decisions, which could lead to 
changes in the plans. 

The role of the cost accountant, he stated, was to 

у bring together the various specialists, to co-ordina*e 
their reports and express them in financial terms, and 
to operate a system of control aimed at revealing the 
degree of achievement of the agreed plans of action. 
But it was the responsibility of top management to 
initiate the planning and give it their continuous 
interest and support. 


Sample Costing 


The application of sampling techniques to the job and 
depot costing work of the Southern Gas Board was the 
subject of a paper by Мг W. Hyde, F.C.W.A., A.A.C.C.A., 
chief accountant to the 
Board. It was necessary, 
he said, for cost account- 
ants to be as cost con- 
scious in relation to 
their own departments 
as they were to others; 
their output was the 
effect of their work on 
the operations ot the 
organization. Informa- 
tion spotlighting activity 
from different angles 
often revealed a prob- 
lem more clearly, and 
sampling could reduce 
routine work and enable 
this to be done. Pointing 
to the use of sampling in 
operations and market research and production con- 
trol, Mr Hyde stated that it could also be applied to 
costing if the standards of accuracy desired and 
attained were clearly established. Much costing work 
was inaccurate, whether due to defects in the original 
“documents, clerical errors or arbitrary assumptions in 
making apportionments. To give the figures a look of 
accuracy in such circumstances might be spurious. 
The degree of accuracy required in any set of figures 
was determined by the use to which they were to be 
put. Many decisions required accuracy of less than 
three decimal places, but the acceptable level was a 
matter for the person responsible to judge. In order to 
sample it was necessary to have a large number of jobs 
of reasonably similar cost, so that capital projects and 
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research jobs were obviously excluded. Where applic- 
able, sample costing reduced clerical and machine 
processing times, increased the accuracy of data 
actually processed, and in some cases enabled results 
to be produced more quickly. Further, the reduced 
volume of data could permit more sophisticated treat- 
ments, and allow management accountants to put com- 
puters to best use where they were available. If cost 
accountants did not use cost figures for operations 
research, they might become gatherers of figures for 
others to process further before management saw them. 

The second part of Mr Hyde’s paper, which was 
accompanied by illustrations of the forms and reports 
used by the Board and mentioned in his paper, 
described how the Southern Gas Board introduced 
sample costing for the work of its district gas-fitting 
force, and how a similar procedure called ‘snapshot 
costing’ enabled far more detailed depot cost studies 
to be carried out than could ever be afforded as a 
routine for every depot. District gas-fitting jobs were 
separated into two groups: those of a large or special 
nature were analysed in full, but a 2 per cent sample of 
small routine jobs was taken by selecting job order 
numbers ending in specified digits. The details of these 
job orders were extracted on a sampling form, from 
which cards were punched; the cards were sorted and 
tabulated and the tabulation re-punched into paper 
tape for processing by a computer on a service basis. 
The computer produced cost analysis sheets for each 
type of appliance fitted and statistical analysis sheets 
for each type of appliance. From these were produced 
a cost control analysis for each region, and the Board 
as a whole, with an efficiency index based on footage of 
pipe installed, and a schedule showing the distribution 
ot labour and materials costs over the headings required 
for the cost and financial statements. The job costs 
arrived at from the sample were used for determining 
standard fixing charges, thus avoiding the necessity of 
a survey for each job, and the efficiency index served 
for inter-depot and period comparisons. 

‘Snapshot costing? at the depots provided very 
detailed information for management, including a 
comparison of cost and revenue and an analysis of all 
fitters’ time. This enabled managers to charge accur- 
ately for work done and control the depot’s efficiency 
and profitability. 


Summer School Dinner and Presentation 


The school concluded with a formal dinner held in 
Hall on Friday evening, with the President of the 
Institute occupying the chair. 

The toast of “The University and City of Cambridge’ 
was proposed by the President of the Institute and 
responses were made by Mr T. R. Henn, C.B.E., M.A., 
F.R.S.L., President of St Catharine's College, on behalf 
of the University, while Councillor C. A. Mole, J.P., 
Mayor of Cambridge, replied on behalf of the City. 

Mr Bosworth Monck, director of factories, Spicers 
Ltd, Sawston, proposed the toast of "The Institute 
of Cost and Works Accountants' and the Vice-President 
of the Institute, Mr F. M. W. Hird, F.C.A., F.C.W.A., 
replied. 

The presentation of a Georgian silver candlestick 
inscribed with the arms of the College and of the 
Institute was made by the President in the course of 
his speech, to mark the tenth summer school held at 
St Catherine's. The gift was received on behalf ef the 
College by Mr Henn. 
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FOR STUDENTS 





CCOUNTANTS are so frequently confronted with 

the accounts of existing and sometimes ancient 

companies that it is easy to overlook the factors which 

nowadays are considered in relation to the scientific 

structure of capital but which in earlier days did not 
concern our grandfathers. 

Thus the capital structure of new companies is 
bound to have regard not only to the provisions of the 
Companies Act, 1948, but also to the nature of the 
business to be capitalized. It is not enough to know of 
the existence of ordinary, preference and other descrip- 
tions of shares on the one hand and debentures on the 
other. In existing capital market conditions, it is 
necessary to be able to advise clients as to the capital 
structure most likely to succeed not only for current 
purposes but also for the future. 


Form of Interest in Capital 


Let us first examine the various forms which an interest 
in the share and loan capital of a limited liability 
company may take: 


(т) Share capital 


A share may be defined as one of the equal parts into which 
a company's capital is divided entitling a holder to a propor- 
tion of profits (Concise Oxford Dictionary); to which may be 
added the factor that in a winding-up the holder is entitled 
to a proportion of the assets left after all creditors have been 
satisfied. 

Flowing from this definition we find share capital usually 
appearing in one of the following forms: 


(a) Preference shares (or stock) which give the holder the 
right to a fixed proportion of the distributed profit 
(dividend) in front of another class of shares. This 
right may be cumulative where dividends go in arrear; 
and which may, but not necessarily, give the holder 
priority rights in the event of a capital repayment or 
in sharing in the surplus assets in a liquidation. 

Such preference shares may be redeemable on or 
after a particular date in which case the terms of 
redemption must comply with Section 58 of the 
Companies Act, 1948. 

(b) Ordinary shares (stock), or equity being entitled to the 
residue of profit and, in a winding-up, of assets after 
all creditors and shareholders having priority rights 
have been satisfied. А 

The important point to be noted in the present 
context is that not only may there be a number of 
combinations of these classes of shares according to 
individual circumstances, but also that these par- 
ticular forms have grown up and become recognized 
by trade usage. Providing the company promoter can 
satisfy the Registrar of Companies, the particular 
structure chosen can be as flexible as he wishes. 


(2) Loan capital 

A point frequently overlooked by students is that a company 
loan, like any other loan, is money lent and therefore due for 
repayment in some form at a future date. 

Because it is lent and not invested, it may be secured or 
unsecured on the company’s assets, and will be redeemable 
either in cash or for some other kind of consideration. 

This form of capital, sometimes termed a debenture, 
earns snterest which is a charge against profits and which 
consequently earns less than invested share capital, into 
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which it is frequently convertible instead of being repaid 
in cash. 


Capital Structure 


This is an immense subject since there are no hard and 
fast rules that can be laid down and consequently it is 
only possible to touch on broad principles. 

The crux of the problem is that a company must in 
the first case be so capitalized that there is every 
chance, based on budgetary estimates, that it will be 
able to service that capital and, secondly, that the 
resultant capital structure is going to prove attractive . 
to the investor. These two viewpoints are not neces- 
sarily compatible. 

'Thus the capital structure will hinge on the make-up 
and earning power of the assets. A speculative venture 
at one end would only interest the equity investor seek- 
ing a high return on his investment. At the other епа 
a solid investment yielding a fairly low profitability 
would attract the debenture and preference share- 
holder. У 

In general, therefore, this problem must ђе ар- 
proached from the angle of ascertaining the budgeted 
ratios which are going to exist between the fixed 
asset and the current asset investment, the latter being 
subdivided between the floating investment in stocks, 
work in progress and debtors; and liquid cash and 
realizable investments. 

Taking the forms of interest in order of security, 
since such is a common start for a new venture: 


(a) Debentures: Since these are usually secured, the 
feasibility of inviting subscriptions for them wi 
depend on the adequacy of the fixed asset investment — 
ignoring, of course, the floating charge which a bank 
will sometimes accept in the case of a going concern. 

However, the debenture service is by way of a 1 
charge against profits and consequently an assured 
margin of profit is essential if this type of capitaliza- 
tion is to be entertained, because, whereas a preference 
shareholder whose dividends are in arrear has usually 
only a right to attend and vote at an annual general 
meeting, the debenture-holder whose interest is more 
than six months in arrear has frequently the power of 
appointing a receiver. 

(b) Preference shares: With the present conditions in the 
stock-market this form of capitalization is not 
currently popular possessing as it does neither the 
security of the debenture nor the capital appreciation 
potential of equity. 

If an issue of preference capital is to be considered, 
then it should be in the light of any prior charges such 
as debentures on the one hand and the budgeted 
profits available for distribution on the other. То be 
attractive at all, the cover for the net preference divi- 
dend should beat least four times and preferably higher. 

(c) Ordinary shares: The balance between equity and 4 
capital possessing preferential rights is vitally im- 
portant, since any decrease in the liquid ratios of the 
assets may well result in either a reduction or sus- 
pension of ordinary dividend. 

Thus, in examining a proposed capital structure, the 
promoter should consider the make-up of his fixed 
assets having regard to the business to be conducted. 
If they are such as will require early replacement, then 
there may be a danger of his cugrent asset position 
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deteriorating in the not far distant future owing to the 
increased costs of fixed asset replacement causing a 
drain on his liquid resources and reducing their 
availability for meeting dividend payments. 
Again, in so far as his current asset position is con- 
~ cerned, his market research studies should show the 
rate at which he may expect to turn over his stocks and 
liquefy his debtors. If his stock turnover is low and 
his bad debt prospects are poor, then again his ability 
to meet equity demands could be seriously impaired. 


Capital Gearing 


The high-geared company is one where the ratio of 

„ fixed interest bearing capital is high in relation to the 
equity, on which the return consequently moves in a 
high ratio on a comparatively small increase or decrease 
in distributable profits. 

The illustration below shows that in the case of the 
high-geared company earning £60,000, no less than 
42 per cent was absorbed in fixed interest charges and 
58 per cent was available for equity, while a small 
increase of £5,000 in earnings increased the equity 
share by 4 per cent. With the low-geared company, 
however, that increase was only 1 per cent. 

'Thus the market values of the equity of the high- 
geared company tend to move faster and over wider 
margins. : 

Earnings 


High-geared % % 














500,000 5% Prefs. of £1 each fully paid 25,000 1-42 25,000 1-38 
100,000 Ord. shares of £1 each fully paid 35,000 43-100 40,000 39-100 
600,000 60,000 100% 65,000 100% 
Low-geared % % 
100,000 5% Prefs. of £1 each fully paid 5000 1-8 500 17 
500,000 Ord. shares of £1 each fully paid 55,000 — 9-100 60,000 8-100 
600,000 60,000 100% 65,000 100% 


Application of Principles of Structure 
It is important to consider the application of these 


_.. principles when forming a new company, particularly 


as loan capital such as mortgage debentures may fit the 
bill instead of sharé capital. Hence the following 
questions should be answered in such cases: 

(1) How and in what proportions as between fixed and 

liquid assets will the capital be invested? 

(2) How much working capital will be required? 

(3) On what scale are operational costs likely to run and 

what form are they going to take? 

(4) What are the sources of revenue? 

(5) What is likely to be the pattern of profitability? 

To take two widely differing examples — a property 
company and a company manufacturing branded 
domestic goods: 

The property company will own a high proportion 
of fixed assets and will require a relatively small work- 
ing capital. Its cost will not be of an operational 
character, consisting of the expenses of management 
and maintenance. Its income will flow from rents, 


~ Which, while a secure form of income, will circum- 


scribe turnover, since these will normally only be 
increased at the expiration of the lease or on entry of 
an incoming tenant. Profitability should be assured 
from the start and be maintained at a consistent level. 
Hence the capital structure should be highly geared, 
requiring a limited equity. Debentures secured on the 

. properties could cover up to 80 per cent of the capital 
since with a certain income the charge could be covered 
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and would be allowed as a deduction in computing 
profits assessable to income tax and profits tax. 

The branded domestic goods manufacturing com- 
pany finds itself in a completely different position. Its 
assets will include the plant'and machinery for manu- 
facture, while a high level of working capital will be 
required to finance stock, work in progress and, 
dependent upon the credit status of customers, its 
debtors. Income will flow from sales in a market sub- 
ject to intense competition and thus the risk element 
will be very high, and consequently the profitability 
would remain uncertain. 

In the light of these factors the capital structure 
would be as lowly-geared as possible, there being 
probably but small cover either for debentures or 
preference dividends. At the same time, given a good 
product intrinsically, there could be hope of attracting 
equity capital, where the investor was seeking a 
capital gain. 

Method of Investment 


The final stage will be to find the source through 
which the capital subscribed or loaned is to be raised. 
There are certain cardinal factors which rule under 
existing market conditions, where since the war a 
number of specialists have entered the field. It is use- 
less, for example, to take a proposal to a clearing bank 
which is a long-term investment suitable for an 
insurance company. 

Broadly speaking, the following factors must at least 
obtain in specific cases: 

(1) A clearing bank will normally finance a five-year credit 
providing adequate security is forthcoming. This type 
of finance is frequently available for initial working 
capital, where the proprietor wishes to confine per- 
manent outside finance to finding the cost of fixed 
assets. 

` (2) A merchant bank is not generally a suitable source in 
this context unless an initial contract can be financed 
by discounting bills of exchange. 

(3) Insurance companies are frequently excellent vehicles 
for raising long-term mortgage debentures, i.e. 
twenty-five years! minimum. Generally, however, the 
security must be easily realizable ~ for example, a 
building possessing no alternative use would not 
normally be acceptable as security. 

(4) Where a business wishes to expand, as opposed to 
starting, but is not ready for a public issue, then the 
proprietors may be able to obtain assistance from 
institutions such as the Industrial and Commercial 
Finance Corporation. 

(s) When a proprietor seeks to start a business but is 
short of funds and securities, then if he has-the right 
ideas and background he may be able to get assistance 
either from a commercial bank or from an established 
business in the same trade. He will, however, have to 
be prepared to sacrifice anything up to 75 per cent of 
his interest. Indeed, for the inventor who has a first- 
class marketable patent it is a better proposition to 
come to a royalty arrangement with an existing manu- 
facturer than to try and start manufacturing and 
selling on his own account. 

It is hoped that this article may have helped students 
to appreciate that the technique of company capital- 
ization is far from being the simple matter of 'asking 
the bank manager’. In the post-war era it has become 
a highly-specialized subject demanding of professional 
advisers an intimate knowledge of the intricate financial 
structure which has grown up within the City of: 
London in the past decade. 2l • 
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Notes and Notices 


PROFESSIONAL NOTICES 


The partners of Messrs WHINNEY, SMITH & WHINNEY, 
Chartered Accountants, of London, announce with 
much personal regret the retirement as at September 
30th, 1960, of Mr Srpney Н. Mearns, C.A., who 
joined the firm in 1918, was admitted a partner in 
1923, and has been senior partner since 1948. They also 
announce that as from October 1st, 1960, the practice 
hitherto carried on by Messrs ALFRED Повзом & Co, 
Chartered Accountants, at Permanent House, The 
Headrow, Leeds, 1, will be amalgamated with their 
Leeds office, and Mr ALFRED DOBSON, F.c.a., and Mr 
Prrer Н. Dosson, J.P., Е.С.А., will join the Leeds 
office partnership from that date. The practice will 
be carried on from Central Bank Chambers, Infirmary 
Street, Leeds, 1, and the resident partners in Leeds 
will be Messrs Е, W. BAILEY, F.c.a., ALFRED DOBSON, 
F.C.A., С. D. PATERSON, T.D., M.A., F.C.A., and PETER 
Н. Dosson, J.P., F.c.A. Mr Davip B. NEWELL, A.C.A., 
who has been a member of their London staff for 
several years, has been admitted a partner in their 
Birmingham office as from October 1st, 1960, and will 
pih Mr B. D. SCOTT, M.A., A.C.A., as a resident partner 
ere. : 

Messrs ALFRED ровѕом & Co, Chartered Account- 
ants, of Permanent House, The Headrow, Leeds, 1, 
announce that as from October 151, 1960, they have 
incorporated their practice with the Leeds office of 
Messrs WHINNEY, SMITH & Wuinney, Chartered 
Accountants, of Central Bank Chambers, Infirmary 
Street, Leeds, 1, from which address the practice will 
be carried on under the style of WHINNEY, SMITH & 
WHINNEY incorporating ALFRED Dogpson & Co. 

Messrs Накогр E. CLARKE & Co, Chartered Ac- 
countants, of 8 Newhall Street, Birmingham, 3, 
announce with much regret the retirement on Sep- 
tember зо, 1960, of Mr HanorD E. CLARKE, F.C.A., 
who had been in practice in Birmingham since 1910. 
The practice will be carried on by Messrs WHINNEY, 
SMITH & WHINNEY at the same address with Mr 
B. D. SCOTT, M.A., A.C.4., and Mr D. B. NEWELL, 
A.C.A., as resident partners. 

Messrs LAMBETH, Orr & Co, Chartered Account- 
ants, announce that the partnership subsisting between 
Mr К. W. LAMBETH, F.C.A., Mr E. B. ОВЕ, F.C.A., and 
Mr R. Н. SHOTLIFF, A.C.A., has been dissolved as from 
September 3oth, 1960. On October rst, 1960, Mr R. W. 
LAMBETH, F.C.A., will be joined by Mr Н. Т. OGDEN, 
F.C.A., and will practise at Alma House, Rodney Road, 
Cheltenham, and 5o London Road, Stroud, under the 
style of LAMBETH, Orr & Co; and in London at 40-41 
Conduit Street, Wr, under the style of LAMBETH & 
PARTNERS. Mr E. B. Orr, F.c.a., and Mr R. Н. 


SHOTLIFF, A.C.A., will practise under the style of ORR, - 


Ѕнотілве & Co, at 160 Piccadilly, London, Wr. Mr 
Royston Н. SMrrH will continue to manage the 
Cheltenham and Stroud offices. 

Messrs Носс, Вілллмове & Co, Chartered Ac- 
countants, of City Gate' House, Finsbury Square, 
London, EC2, announce that Mr Grorce К. Lowe, 
F.c.A., one of the founder members of the firm, 
retired from the partnership on September 3oth, 1960, 
after forty years’ association with the practice. He will 
retain certain of his personal appointments and will 
be available for consultation by appointment. 

Messrs Suarp, Parsons & Co, Chartered Account- 
ants, of 120 Colmore Row, Birmingham, 3, and of 
5 Laurence Pountney Hill, London, EC4, announce 
the retirement on September 30th, 1960, of their senior 
partner, Mr James C. Parsons, F.C.A., who has been 
associated with the firm since 1897. The practice will 
be carried on by the remaining partners, the name of 
the firm being unchanged. 

Mr GILBERT J. SHEDDEN, F.C.A., announces that as 
from October 1st, 1960, he has admitted into partner- 
ship Mr Кемметн Davis, A.C.A., who has been his 
chief assistant for the past two and a half years. The 
practice will continue to be conducted from 1 Birch 
Street, Wolverhampton, in the name of GILBERT J. 
SHEDDEN & Co. 

Messrs W. У. THomson & Co, Chartered Account- 
ants, of 16 Clapham Junction Approach, London, 5М/ 11 
and Freshwater, Isle of Wight, announce that as from 
October 1st, 1960, Mr D. B. STRETTON, A.C.A., has 
retired from the partnership and has taken over the 
Isle of Wight practice which will be operated under the 
name of Тномзом, STRETTON & Со. 

Messrs Тоосне, Ross, BAILEY & Smart, Chartered 
Accountants, of London, announce that they have ad- 
mitted to partnership as from October rst, 1960, MR 
M. J. BLACKBURN, A.C.A. and Mr D. К. P. BAKER, 
A.C.A., both of whom have been with the firm for a 
number of years. 


Appointments 


Mr A. W. Pickles, F.c.a., has been appointed 
accounting controller of Beecham Group Ltd; he has 
relinquished the office of joint secretary of the company. 

Mr P. С. James, B.COM., F.C.A., has been appointed 
a director of Birmingham and Midland Motor Omni- 
bus Co Ltd. 

Mr L. M. Т. Castle, F.c.a., has been appointed a 
director of the Staveley Iron and Chemical Co Ltd. 

Mr W. Brining, F.c.a.. Mr J. M. Graham, Е.С.А., 
and Mr S. W. Weysom, F.c.a., have been appointed 
directors of Imperial Aluminium Co. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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"мг K. Ivor Slater, Е.С.А., has been appointed а 
lirector of Brightside Engineering Holdings Ltd. 
Mr D. A. Bussell, M.B.E., F.c.a., has been appointed 
3 SOON of City and Borough Property Corporation 
td. 
. Mr David E. C. Hawkins, A.C.A., has been appointed 
a director of Lombard Banking Ltd. 


THE INSTITUTE OF WORK STUDY 


The Institute of Work Study is the new title of the 
Work Study Society which stems from the years of 
the Second World War, and whose objects are the 
study, development and application of work study 
techniques. These techniques, it is stated, are now so 
well established, and education and training for work 
study so well developed that it has been possible to 
arrange an examination system and to develop stand- 
ards for the professional grading of practitioners ‘in 
line with the conventions of the senior institutes'. 

President of the Institute is Mr R. M. Currie, 
C.B.E., M.INST.C.E., M.I.MECH.E., M.I.PROD.E., Head of 
-Work Study, Imperial Chemical Industries. Member- 
ship of the Institute is growing rapidly both in 
Britain and overseas. 

The Institute's annual conference is to be held at 
Buxton from November 11th to 13th. Details of this, 
and of the work of the Institute in general, may be 
obtained from the honorary general secretary, 3 Cork 
Street, London, Wr. 


BUDGETARY CONTROL FOR MANAGERS 


A two-day course entitled ‘Budgetary control for 
managers’ is to be held at The Piccadilly Hotel, London, 
Wri, on October 18th and roth. The object of the 
course, which is of an introductory nature, is to 
provide an understanding of how flexible budgetary 
control is operated and of the potential benefits. The 
-speakers will be Mr Kenneth G. Vickers, F.C.A., 
F.C.W.A., and Dr James M. S. Risk, B.COM., PH.D., 
F.C.LS., F.B.I.M. 

Further details of the course may be obtained from 
Management Courses Ltd, 1:8 Hanover Street, 
London, Wr. 


LONDON AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 


“The opening meeting of the 1960-61 session of the 
London and District Society of Chartered Account- 
ants will be held in the Oak Hall of the Institute, 
Moorgate Place, London, EC2, at 6 p.m., on October 
12th, when Mr J. К. Cuthbertson, B.A., F.C.A., Econo- 
mist, Lazard Bros. & Co Ltd, will speak on “The 
economic situation’. London members of the Scottish 
and Irish Institutes are cordially invited to attend the 
neeting. 
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SW. LONDON DISGUSSION GROUP 


The first meeting of the 1960-61 session of the South 
West London Chartered Accountants! Discussion 
Group will be held at The Kingston Hotel, Kingston 
upon 'T'hames, on Monday, October 3rd, at 6.45 p.m. 
The discussion will be opened by Mr L. J. Ive, F.c.a., 
chairman of the group, and the subject will be *Audit- 
ing’. The secretary of the group is Mr F. Jones, 695 
Salisbury House, London Wall, EC2, who will wel- 
come inquiries from prospective new members. 


THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 


The monthly meeting for bible reading and prayer 
will be held at т p.m. on Monday next, in the vestry 
of St Mary Woolnoth Church, King William Street, 
EC3. The scripture for reading and thought will be 
John, Chapter 17, verses 3 and 4 (Christ's definition of 
eternal life). 


THE INSTITUTE OFUNTERNAL 
AUDITORS 


Manchester Chapter 


A meeting of the Manchester Chapter of The Institute 
of Internal Auditors will be held on 'T'uesday, October 
Irth, at 7 p.m. in the Chartered Accountants’ Hall, 
46 Fountain Street, Manchester, 2, when Mr R. 
Beresford Dew, M.A., LL.B., F.C.A., will speak on ‘The 
industrial consultant — racket, ornament or use?’ The 
chair will be taken by Mr A. D. Compston, President 
of the Chapter and chief internal auditor of the 
North Western Electricity Board. A cordial invitation 
is extended to all interested. 

Further information regarding the activities of the 
Chapter may be obtained from the Secretary of the 
Chapter, Mr R. S. Rossiter, divisional internal auditor, 
Shell-Mex and B.P. Ltd, Shell-BP House, 7 Oxford 
Road, Manchester, 1. 


ANNOTATED TAX CASES 


Part 1 of Volume XXXIX of the Annotated Tax Cases, 
edited by Mr Roy Borneman, Q.C., is now published 
and contains reports with notes on the judgments of 
the following cases: In re Boulton (C.A.); Wilkins v. 
Rogerson (Ch.D.); Henry Ansbacher & Co v. C.I.R. 
(Ch.D.); СІР. v. Hinchy (H.L.); Henry Briggs, 
Son & Co Ltd v. C.I.R. (С.А.); Collco Dealings Ltd v. 
C.I.R., Lucbor Dealings Ltd v. C.I.R. (C.A.); Ostime v. 
Duple Motor Bodies Ltd (C.A.); Coughtrie v. Tollemache 
Settled Estates Trustees (C.A.); Mitchell and Edon v. 
Ross (C.A.); Hood Barrs v. C.I.R. (С.5.); Grosvenor 
Place Estates Ltd v. Roberts (Ch.D.); Bidwell v. 
Gardiner (Ch.D.). 

The annual subscription to the Annotated Tax 
Cases is 30s post free; the publishers are Gee & Co 
(Publishers) Ltd, 27-28 Basinghall Street, London, 
ЕС2. 
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DUBLIN SOCIETY OF CHARTERED 
ACCOUNTANTS 


The annual golf meeting of the Dublin Society of 
Chartered Accountants was held at the Grange Golf 
Club, Rathfarnham, on September 12, when 
seventy-six members and their guests took part in the 
competitions. The Past Students’ Cup was won by Mr 
‘J. P. Crowley (22), with a score of 6 up. The runner-up 
was Mr J. Kennedy (8), 2 up. The winner of the visitors’ 
prize was Mr D. P. Staunton (12), 1 up. The Fourball 
was won by Mr J. P. Crowley (22) and Mr N. Sudbury 
(23), with a score of 7 up, the runners-up being Mr D. 
W. Pratt (15) and Mr J. G. Aston (4), 6 up. 

The ‘competitions were followed by dinner and a 
smoking concert, at which the Chairman of the Society, 
Mr L. G. Chance, F.c.a., presided. 
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CHARTERED АССООМТАМЋ 5 
SOCIETY 


At the recent annual general meeting of "la, ad . 

and District Chartered Accountant Students >oviety, + 

the following officers were elected for the ensuing year: 
President: Mr J. W. Richardson, F.C.A. 


Vice-Presidents: Mr J. S. Wortley, F.c.a., Col. W. Н. 
Olivier, M.A., F.c.A., Mr Е. Downing, F.C.4. 


Chairman: Mr J. J. D. Cóates, A.C.A. 


Hon. Secretary: Mr 1. D. Trickett, B.A.(ECON.), 100 
Graham Road, Sheffield, 10. 


Hon. Assistant Secretary: Mr A. W. Hart. 
Hon, Treasurer: Mr A. M. C. Staniforth, B.A.(cOM.). 
Hon. Membership Secretary: Mr M. J. D. Mills. 


LONDON STUDENTS' COLUMN 


News from the London Chartered Accountants Students! Committee 


Шога Branch 


Mr A. G. Braxton has been appointed by the new 
Ilford branch as its representative on the main 
Committee. Mr M. P. V. Leigh, А.С.А., who was 
responsible for its formation has been appointed 
secretary. The branch is at present preparing a pro- 
gramme of meetings to be held during the autumn. 


Students' Centre 


Fifty-five per cent of the student members and 
26 per cent of the qualified members returned the 
.questionnaire about the proposed students’ centre, a 
performance which is very encouraging to the Com- 
„mittee. The ad hoc subcommittee is now continuing 
its investigation along the lines of the majority of the 
opinions expressed. 


Social Activities 


The social subcommittee announce that an informal 
dance will be held at the Coronet Club, St John’s Wood, 
on November 4th. A double ticket will cost 7s 6d and 
those interested should inquire at the Library. Accom- 
modation will be limited. 

Due to increasing support the 59 Club has altered 
its meeting place to The Clachan in Mitre Court, and 
the Taverners have moved to The White Swan in 
Coleman Street. 

The Kingsway Club is holding a small dance on 
October 22nd in the Oak Hall of the Institute. Cricket 
matches have been held between all three clubs, and 
the 'l'averners had a very successful riverboat shuffle 
in which 230 people took part. 
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Library 


Mr N. Sitaram and Mr D. C. Peake have very kindly 
presented books to the Library. 

Students are reminded that the Library and Study 
Room at Spencer House, South Place, EC2, are open 
on Mondays to Fridays from 9.30 a.m. to 5.30 p.m. 
The Study Room is available in the evening by prior 
arrangement. 


Sports and Kindred Activities 


New captains have been appointed for hockey (Mr 
R. E. Brayshaw); squash (Mr W. Ellaby); and bridge 
(Mr P. D. Glanvill). 

'The cricket team reports three victories against 
King's College, Cambridge, and the Birmingham and 
Cardiff Students! Societies, and one loss, against the 
Bournemouth Students’ Society. The golf match _ 
against the Institute was drawn. 


Next Week's Meetings 


The first meetings of the autumn lectures session 
of the Society will be held during next week. 
Programmes are being posted to members and 
during the session detailed announcements of the 
activities during the following weeks will appear in The 
Accountant. . 
Tuesday: Visit to Ford Motor Works (limited number). 
Wednesday: 7.15 p.m. at Reading: Lecture on ‘Company 
law', by Mr Spencer G. Maurice (Barrister-at-law). 
Thursday: 5 p.m. at the Institute: Meeting to welcome 
new members to the Students' Society. 
Friday: 3.r5 p.m. at the Institute: Introductory course 
lecture on ‘How to study’, by Mr R. J. Carter, в.сом., 
F.C.A., Secretary of the Students’ Society. 
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Accountants are 
invited to apply for the 
Corporation’s Agency. 
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Auditors and Accounts 


O ONE would quarrel with the principle that the auditor 
N* a company should enjoy an independence which would 

ensure his impartiality in carrying out his duties. The 
provisions for the disqualification of auditors in Section 161 of the 
Companies Act, 1948, were carefully drafted with this end in 
view. It is therefore somewhat startling to see a suggestion that 
notwithstanding Section 161 it is possible for the auditor of a 
company, public or private, to be also the registrar of the company 
and furthermore to provide from his staff the whole board 
of the company and its secretary as well. The suggestion is con- 
tained in the memorandum of evidence submitted by the Council 
of The Chartered Institute of Secretaries to the Company Law 
Committee. The memorandum adds that while it is unlikely that 
this position often arises, the mere possibility is unsatisfactory 
and contrary to public policy. The Institute considers that 
Section 161 has failed to achieve the measure of independence for 
the auditor envisaged by the Cohen Committee, and it recommends 
a review of the section, ‘with the object of ensuring that the two 
functions -of secretaryship and auditing in particular be clearly 
and completely divorced'. 

One of the more intriguing mysteries of the Companies Act is 
contained in Section 159 which directs a company to appoint 
an auditor annually and then in the same breath provides that a 
‘retiring’ auditor ‘shall be reappointed without any resolution 
being passed’. These conflicting directions have caused endless 
doubt and confusion. The memorandum of The Chartered 
Institute of Secretaries recommends that the drafting of Section 
159 be tidied up. 

The memorandum says that Section 196 (6) can in many cases 
impose an impossible task on the person making up a company’s 
annual accounts. The subsection requires the accounts for a 
financial year to show the directors’ remuneration ‘receivable in 
respect of that year’. As the Institute states, many companies 
fix such remuneration at the annual general meeting to which 
the accounts are submitted. It accordingly recommends that the 
requirement be amended to permit the actual payments in the 
financial year to be shown in such circumstances. However, it is 
not quite accurate to say, as the memorandum does, that the 
accountant drawing up the accounts cannot ‘comply with the 
section’. Section 196 (1) makes it clear that the required informa- 
tion need be shown only ‘so far as the information is contained in 


the company’s books and papers’. A wholly-owned subsidiary 


should not, the Institute feels, be required to comply with Section 
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196. It says that the only person concerned with 
the information is the parent company, which 
can obtain it without relying on Section 196. 

As in so many memoranda submitted to the 
Jenkins Committee, the accounts provisions in 
the Eighth Schedule come under fire. The present 
memorandum calls for an amendment of para- 
graph 27 so as to make it clear how reserves for 
payment of income tax on profits of the year to 
date should be treated in published accounts, 
‘since they do not clearly fall within any of the 
categories distinguished by the Act — viz. liabili- 
ties, provisions, revenue reserves and capital 
reserves’. The notorious paragraph 15 (4) is 
again attacked. The Institute feels that the 
requirement to show past profits and losses of 
subsidiaries not included in group accounts 
should not apply where the holding company is 
itself a wholly-owned subsidiary and therefore 
avails itself of the exemption from the require- 
ment as to group accounts. (The memorandum 
uses the expression ‘consolidated accounts’ for 
group accounts in this connection.) 

The memorandum touches on the well-known 
anomaly that the provisions requiring the holding 
of an annual general meeting do not specifically 
require the company’s accounts to be presented 
at that meeting: they can thus be submitted to an 
extraordinary general meeting. The memorandum 
says that the wording of Section 148 provides a 
method whereby the company can delay the 
filing of its accounts with the Registrar of Com- 
panies for so long a period as to render the 
information of little more than academic interest. 
The directors can submit the accounts to an 
extraordinary meeting; they can then hold the 
annual general meeting much later and need file 
the annual return, with the accounts, only after 
the lapse of a further forty-two days. The 
Institute says that in this way the delay can be 
as much as two years from the date to which the 
accounts have been made up. The suggested 
remedy is the insertion in the Act of a requirement 
that accounts be filed within forty-two days 
after their presentation in general meeting. 

Statements in a company’s balance of its debts 
may constitute a sufficient acknowledgement to 
prevent the debts from becoming statute barred 

„(Jones v. Bellegrove Properties Lid, [1949] 2 
All E.R. 198). The Institute considers that this 
rule should be abrogated in the case of unclaimed 
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dividends, so that they can be written off after 
twelve years. No reason is given as to why this 
particular kind of company debt is singled for— 
special treatment. 

An interesting suggestion is made about the 
representation of a company in Court proceedings. 
The rule at present is that any person may 
appear on his own behálf in the High Court and 
above but if he employs an agent that agent must 
be a barrister; in the County Court the agent must 
be either a barrister or a solicitor. As companies* 
can only act by their agents, this means that they 
must perforce employ a lawyer. The Institute 
suggests that ‘the corporation should be placed 
on the same footing as a natural person in this 
respect’, This suggestion does not mean that the 


company as such should be able to appear itself |. 


in Court; what the Institute seeks is that the 
secretary or a director of the company should be 
entitled to represent it in Court, in the same way 
that a solicitor or a barrister does. 

When the chairman of a company gets into 
technical difficulties at a general meeting, then 
more often than not it is the secretary who lends 
him a helping hand. The Institute is particularly 
well qualified to give assistance to the Jenkins 
Committee on the matter of meetings and the 
memorandum contains an interesting page on this 
topic. It points out that members who by reason 


of having only an address abroad are not entitled —» 


to notice of a meeting may yet be entitled to 
attend and vote at it. It follows that their consent 
to the holding of a meeting at short notice may 
still be required. This can hardly have been the 
real intention of the draftsman of the Act, and 
the Institute rightly suggests that the anomaly : 
be remedied, so that those who are not entitled 
to notice at all should not be in a position to veto 
the calling of a meeting at short notice. 

Another anomaly pointed out by the memo- 
randum is that where an extraordinary general 
meeting is requisitioned, the directors may call it 
for a date so far ahead as to frustrate the purpose 


of the requisitionists. The suggested remedy is | 


that a time limit should be placed within which 
the meeting itself should be actually held, not 
merely called. At present proxies have no right 
to address a meeting unless the company is a 
private one; the Institute sees no good reason for 
this restriction. It would also abolish extra- - 
ordinary resolutions. . 
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An Anthology of Distinction 


HE science of mathematics is practised 
| daily by every active person, be it the 
pedestrian reckoning his chances of cross- 
ing the road before the oncoming car passes, the 
barman totting up the price of a round of drinks, 
the housewife spacing out curtain hooks or the 
schoolboy counting his dwindling pocket money 
in terms of bars of chocolate. There is no escape 
from the necessity of constantly making calcula- 
tions and yet these measurements of money, time 
and distance call usually for the application of 
only the most elementary principles. Beyond, 
exists a vast and mysterious realm of higher 
mathematics known to the comparative few. 

A new and stimulating panoramic view of this 
strange kingdom has just been made available to 
everyman by Mr James R. Newman who has 
spent fifteen years gathering material for an 
anthology which he describes as ‘a small library 
of the literature of mathematics from A’H-MosE 
the Scribe to ALBERT ErNSTEIN'.! MR NEWMAN 
approached his task equipped not only with an 
expert knowledge of mathematics but, evidently, 
a catholic taste in art, music and literature and, 
as important as any, a rare sense of discrimination. 
The result, encased in four handsomely produced 
volumes, is a most attractive anthology. 

The aim of the author — we say author, and not 
anthologist, advisedly because MR NEWMAN has 
supplied commentaries and notes worthy of the 
august company in which they find themselves — 
was, in his own words, ‘to show the range of 
mathematics, the richness of its ideas and 
multiplicity of its aspects'. His selection — 

. presents mathematics as a tool, a language and 

a map; as a work of art and an end in itself, as a 

fulfilment of the passion for perfection. It is seen 

as an object of satire, a subject for humour and a 

source of controversy; as a spur to wit and a leaven 

to the storyteller's imagination; as an activity which 

has driven men to frenzy and provided them with 

delight." 
It is not surprising, then, in view of this all- 
embracing prospectus, to find ALpous HUXLEY 
represented by his brilliant short story Young 
Archimedes, STEPHEN Leacock explaining in his 
1 The World of Mathematics, edited by James R. NEWMAN. 
Four volumes. £6 6s net per set if purchased before Novem- 


ber rst, 1960, after which the price will be £7 7s per set. 
George. Allen & Unwin Ltd, London. 


essay "Mathematics for golfers', why, but for the 
wind, it should be possible to hit a golf ball *no 
less than six and a half miles’, and Lewis CARROLL 
(who ‘taught mathematics at Oxford for twenty- 
seven years without . . . producing anything of 
lasting value to his subject telling what the 
tortoise said to ACHILLES. 

A further appreciation of the range of this work 
and of the impact of mathematics on other forms 
of culture may be obtained by reading MENDEL’s 
‘Mathematics of heredity’, MarrHUS on ‘Mathe- 
matics of food and population’, ‘Mathematics of 
war and foreign politics’ by L. F. RICHARDSON, 
‘Mathematics of music’ by Sir James JEANS, two 
essays on the mathematical approach to aesthetics 
and ethics by С. D. Віккноғғ and that delight- 
fully instructive dissertation on statistical method, 


Sır Ronatp FisHer’s ‘Mathematics of a lady 


tasting tea’. On the various branches of pure 
mathematics, all the great masters are given pro- 
portionate representation while among the 2,500 
pages of the four volumes are to be found such 
bonnes-bouches as (taking but a few at random) a 
report on the ability of birds to count, by 
ProFEssor О. KOEHLER; an analysis by LEONHARD 
Еск of the famous problem of the seven bridges 
of Kónisberg; Јонм Maynarp Keynes on the 
application of probability to conduct, and Sir 
James GALTON on the classification of men accord- 
ing to their natural gifts; and an account by SIR 
CHARLES VERNON Boys of the scientific data which 


may be derived from blowing soap bubbles. 


Intriguing as these sample contents sound, the 
intending reader must be warned that this work 
demands a high degree of concentration if it is to 
be appreciated to the full. It is not merely a 
collection of aphorisms although some excellent 
ones preface each contribution. MR NEWMAN's 
selections have both length and depth and only 
those who are prepared to learn as they read 
should take it up. Following a mathematical 
argument is, for the layman, like reading a book 
or newspaper in a foreign language one under- 
stands imperfectly. It must be mastered line by 
line. This technique may at times appear tedious 
but in the case of such a revelation as The World 
of Mathematics the conscientious reader will bé 
amply recompensed for his trouble. 5 
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Compulsory Purchase 


of Minority Shareholdings 


COURT DECISION FOR MINORITY HOLDER 
l by A BARRISTER-AT-LAW . 


pulsory acquisition of the shares of dissenting 

shareholders under Section 209 of the Com- 
panies Act, 1948, are few and far between and, 
in England, the reported cases have nearly all 
gone in favour of the take-over company. Excep- 
tionally, for reasons which will appear later, the 
decision in Re Bugle Press Ltd ([196о] 1 АП E.R. 
768) went in favour of the sole non-assenting 
shareholder, an accountant. 


Jos decisions relating to the com- 


Rights of Majority 

Section 209 is somewhat complex but it provides 
that where a scheme or contract involving the 
transfer of shares or any class of shares in a 
company ('the transferor company") to another 
company (‘the transferee company’) has been 
approved by the holders of not less than nine- 
tenths in value of the shares of the transferor 
company, the transferee company may, subject to 
certain conditions, acquire compulsorily the 
shares of a ‘dissenting shareholder’, by which is 
meant not only a non-assenting shareholder but 
also an assenting shareholder who has failed or 
refused to transfer his shares to the transferee 
company in accordance with the scheme or 
contract. 

Before the machinery for compulsory acquisi- 
tion can be set in motion a number of conditions 
must be satisfied. The transferor company must 
be a company incorporated under the Companies 
Acts, though the transferee company need not. 
Then, if the transferee company already holds 
one-tenth or more of the shares of the transferor 
company at the date of the offer (now commonly 
known as a ‘take-over bid’), the same terms must 
be offered to all holders of the shares whose 
transfer is involved or, where the shares are of 
different classes, of each class of shares; and the 
holders who approve the scheme or contract, 
besides holding not less than nine-tenths in value 
of the shares (other than those already held) 
must also, in these circumstances, be not less 
than three-fourths in number of the holders 
of such shares. The requisite nine-tenths majority 
of shareholders of the transferor company has to 


be computed exclusively of any shares already 
held by, or by a nominee for, the transferee , 
company or its subsidiary (but not its holding 
company). 


Time Limits 

The scheme or contract must also be approved 
by the requisite majority ‘within four months of 
the making of the offer’, a phrase which, as will 
be seen later, has formed the subject of judicial 
interpretation. These conditions satisfied, the 
transferee company may, within two months 
after the expiry of four months from the date of 
the making of the offer, give notice in the 
prescribed manner (that is, in accordance with 
the Companies (Forms) Order, 1949) to any 
dissenting shareholder that it desires to acquire 
his shares. The transferee company has to wait 
(for no apparent reason) until the four months’ 
period has expired before serving the notice, 
even if the required majority approves the 
scheme or contract long before the expiry of that 
period. Article 6 of the Order of 1949 provides 
that the notice must be given to the shareholder 
personally or by sending it by registered post to 
him at his address registered in the books of the 
transferor company or (if he has no address 
within the United Kingdom so registered) to the 
address, if any, within the United Kingdom 
supplied by him to the transferor company for 
the giving of notice to him. 

The effect of such notice is that, unless on an 
application made by the dissenting shareholder 
within one month from the date on which the 
notice was given the Court thinks fit to ‘order 
otherwise’, the transferee company becomes 
entitled and bound to acquire the shares of the 
dissenting shareholder on the terms on which, 
under the scheme or contract, the shares of the | 
assenting shareholders are to be transferred. If 
within the period of one month an application is 
made to the Court, the transferee company cannot 
proceed with the compulsory acquisition until 
the application is disposed of, but meanwhile 
there is no reason why the transferor company 
should refuse registration of any transfers, as the 
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transferee shareholder will stand in the shoes of 
the transferor shareholder and registration of the 
transfer will not affect the statutory right of 
acquisition. Nevertheless, it is advisable to 
notify the transferee of the situation which has 
arisen and ask for his confirmation that he desires 
the transfer to be registered. 

Upon the expiration of one month from the 
date on which the notice was given or, if an 
application to the Court by a dissenting share- 
holder is pending, after that application has been 
disposed of, the transferee company must take 
the necessary steps to complete the acquisition 
of the minority shareholdings. The procedure 
is for the transferee company to appoint some 
person to execute a transfer on behalf of the 
dissentient shareholder(s). The transfer is then 
executed by such person and the transferee 
company, whereupon the transferee company 
transmits to the transferor company a copy of the 
Section 209 (1) notice and the instrument of 
transfer, and pays or transfers to the transferor 
company the amount or other consideration 
payable by the transferee company for the shares 
in question. The transferor company must then 
register the transferee company as the holder of 
the shares. 

The statutory requirement to 

‘pay or transfer to the transferor company the 

amount or other consideration . . . payable by the 

transferee company for the shares' 

is complied with by an allotment of shares to the 
transferor company for, although the transferor 
company may at that time be a subsidiary of the 
transferee company, Section 27 of the Act of 
1948 does not prohibit an allotment of shares of 
a company to its subsidiary if the subsidiary is 
concerned only as trustee, and, in fact, any sums 
or other consideration so received under Section 
209 are to be held by the transferor company on 
trust for the several persons entitled to the shares 
in respect of which payment has to be made. 


Rights of Minority 


Section 209 (2) of the Act deals with the reverse 
of the position outlined above and gives the 
dissenting minority power to compel the trans- 
feree company to acquire its shares. The sub- 
section provides that where in pursuance of a 
scheme or contract shares in a company are 
transferred to another company or its nominee 
and those shares, together with any other shares 
held by, or by a nominee for, the transferee 
company or its subsidiary, at the date of the 
transfer, comprise or include nine-tenths in value 
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of the shares (or class of shares) in the transferor 
company, then, within one month from the date 
of the first transfer which achieves this result 
(that is, the holding of nifie-tenths in value of the 
shares) the transferee company must serve a 
Section 209 (2) notice (also in the prescribed 
form under the Order of 1949) on each non- 
assenting holder of the shares (or class of shares) 
in question. Such notice having been given, the 
dissenting shareholder has the right within three 
months to require the transferee company to 
acquire his shares, and thereupon the transferee 
company becomes entitled and bound to do so on 
the terms of the scheme or contract, or upon 
other terms agreed with the shareholder or upon 
such terms as the Court, on application, thinks 
fit to order. 

At first sight, if a notice under Section 209 (1) 
has been served on a non-assenting shareholder, 
the giving of a further notice to him under sub- 
section (2) may appear to be of little value, but the 


notices (Forms тоо and 100A) are in different 


terms and a notice under subsection (2) enables 
a shareholder who desires to sell his shares but is 
dissatisfied with the terms offered to apply to the 
Court to fix the terms of acquisition, whereas no 
such power exists on an application under sub- 
section (1), although, of course, the Court may 
‘order otherwise’ if it considers a scheme or 
contract unfair. 


Reported Cases 


It seems that the procedure under subsection (2) | 
has given rise to no applications to the Court 
which have appeared in the reported cases but, as 
already indicated, there have been cases relating 
to subsection (1). The first was Re Hoare & Co 
Ltd ([1933] 150 L.T.R. 374) in which Maugham, 
J., held that, where nine-tenths of the share- 
holders in the transferor company have accepted 
the proposals, then prima facie, the offer must be 
taken to be a fair one and the Court will not 
order otherwise unless it is affirmatively established 
that, notwithstanding the views of a very large 
majority of the shareholders, the scheme is unfair. 
The next case was In re Evertite Locknuts Ltd 
([1945] x All E.R. 401) in which Vaisey, J., 
pointed out that the predecessor of Section 209 
(viz. Section 155 of the Companies Act, 1929) 
gave no indication of the grounds on which the 
Court should intervene and make an order 
preventing the transferee company from acquir- 
ing the shares of a dissenting shareholder, a 
situation which still obtains in respect of Section 
209. In that case the applicant complained that at 
the time when the offer was made and when he 
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was called on to consider whether or not he should 
accept it, he was without sufficient or any 
information as to certain relevant facts on which 
he could have based his tonclusion one way or the 
other. But that grievance or complaint, said his 
lordship, was not one which could be urged 
against the respondents to the summons in the 
case, who were not the transferor company but 
the transferee company. It might be, however, 
that the applicant could, by appropriate pro- 
ceedings against the transferor company, have 
compelled a disclosure of documents or other 
information sufficient to satisfy him, or at any 
rate, which would be regarded by the Court as 
sufficient to satisfy him. (This, of course, is a 
point closely akin to the question whether, on 
being confronted with a take-over bid, the 
directors of a company should acquaint the 
shareholders with the break-up value of the shares 
in question and/or provide an up-to-date review 
of the company’s prospects). And so, in the result, 
the applicant was unsuccessful, 


Та of Assets and Shares 


A Re Press Caps Ltd, Vaisey, J.’s, ве 
found little favour with Roxburgh, J., who 
refused an order for discovery of documents 
relating to the value of assets of the transferor 
company on the ground that discovery in an 
originating summons was available only in special 
circumstances, and the value of assets must be a 
common factor in applications under Section 209. 

The main ground of application in the case 
(before Vaisey, J.) was that the offer was unfair 
having regard to an item in the balance sheet 
giving freehold property at cost, less depreciation, 
at under £30,000, whereas the true value was 
admittedly about £90,000. The Court of Appeal 
([x949] 1 All E.R. 1013) held (reversing the 
decision of Vaisey, J.), (i) that as the item in the 
balance sheet did not purport to state the value 
of the freehold property but only its cost, less 
depreciation, there was nothing in it to mislead 
shareholders, especially as it was generally 
known that the value of freehold property had 
risen greatly during the war; (ii) that another 
item, patents and goodwill, valued in the balance 
sheet at £45,000 was nearly worthless; (iii) that 
the offer made was very substantially above the 
market value of the shares; and (iv) that for all 
these reasons the offer made by the transferee 
company was not unfair. 

It was argued in the case that the stock 
exchange valuation of shares neglects the element 
of contrbl, so that it is not a fair approach or a 


fair basis for a take-over bid. Evershed, L.J., as 

he then was, preferred to express no view whether 

in cases of this kind it was right that this element 

of control should be taken into account in making A 
the offer, but Wynn-Parry, J., said: 

. prima facie, the stock exchange markings can 
be taken as a satisfactory indication of the value of 
the shares in question. For that reason alone it 
appears to me . . . that-Lord Maugham’s view as 
to where the onus lies under the section is justified. 
It therefore follows that to succeed the applicants 
must go behind the stock exchange markings, and , 
this undoubtedly is a heavy onus’. 


*Within Four Months' 


In Re Western Manufacturing (Reading) Ltd 
([1955] 3 All E.R. 733) the application to the 
Court was based on two grounds: (i) that the offer 

in question was open for approximately three 
weeks only and that unless an offer was open for ~- 
acceptance or refusal for at least four months 
there was not a ‘scheme or contract’ within 
Section 209, and (ii) that the offer was an unfair 

one and for that reason also did not come within 

the subsection. 

In deciding that the notice to the applicant 
under Section 209 (1) was valid Wynn-Parry, J., 
held that the phrase ‘within four months after the 
making of the offer! did not denote a fixed period 
during the whole of which the offer must remain 
open, but described a maximum period during 
which the event contemplated might occur; and 
that it was competent for the transferee company _ 
to fix a period within, but shorter than, the four ү 
months, during which the offer must be accepted. 
His lordship distinguished the case of Rathie v. 
Montreal Trust Co ([x954] C.L.Y. 463) where it 
had been held on the corresponding section of the 
Companies Act, 1934 (Canada), that the enact- 
ment contemplated that the offer should remain 
open for four months. In the Western Manu- 
facturing case the consideration for the shares in 
the transferor company was not cash but shares 
in the transferee company, and the learned judge 
held further that there were not in the case 
circumstances showing that the middle market 
quotation on the London Stock Exchange for the 
shares of the two companies was not a satisfactory 
guide in ascertaining the value of the shares, and > 
that that quotation was to be taken as а reliable 
guide in preference to actual share markings. 


A Decision for a Dissenter 
In the case of Re Bugle Press Lid the sole 
minority shareholder considered the offers made 
for his shares insufficient, and he disagreed with 
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NO OTHER descriptive accounting 
machine has ever been so ingeniously 
designed to meet the needs of your 
business. 

'The famous Four Programme Panel 
of the Typing Sensimatic guides the 
machine automatically through any 
kind of accounting. Invoicing . . . 
Ledger Posting ... Payroll... to final 
accounts—just flick a knob to switch 
from one job to another! 
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clear printing. So simple too is the 
Sensimatic’s operation that even in- 
experienced operators employed today, 
learn today. 

See for yourself its confident, quick 
performance, its high degree of auto- 
mation, its remarkable simplicity. 
Call your nearest Burroughs Branch to- 
day for a local demonstration, or write 
for the booklet “Burroughs Complete 
Plan for Management Accounting” to: 

Advertising Department, 
Burroughs Adding Machine Limited, 
356-366 Oxford Street, London, W 1 





The Government 
Graduated 
Pension Scheme 


The Government Graduated 
Pension Scheme comes into 
effect shortly. Your local 
Burroughs representative is 
well qualified to advise you 
how best to handle the extra 
work involved. 

Consult your local Burroughs 
Branch today. 


SEE Burrouéghss5ussr — 
STAND No. 98/106 AT THE BUSINESS EFFICIENCY EXHIBITION, OLYMPIA, 3-12 OCTOBER 


FACTORIES AT STRATHLEVEN AND CUMBERNAULD, SCOTLAND 


THE 
XIV ACCOUNTANT October 8th, 1960 


As you probably tell your client: 


LIFE ASSURANCE gives him cover for his dependants and tax relief on 
the premiums he pays. 


EQUITY INVESTMENT gives him a measure of protection against 
inflation and a stake in the progress of industry. | 


But did you know this? 
British Shareholders Trust, , Unit Trust 


authorized by the Board of Trade, now presents an Executive Saving Scheme 
which combines these advantages, enabling him to insure his life for a stake 
in a balanced portfolio of over 89 selected leading British firms and also 
Government Stocks. 


The scheme provides a special kind of Endowment Assurance policy, not 
for a fixed cash sum, but for a block of units in the B.S.T. Payment is made 
by an initial premium of 25 per cent of the cost of the units at the outset, and 
subsequent premiums over an agreed number of years (usually not less than 
twelve). As with a normal life assurance policy, the premiums attract the 
statutory income tax relief, and the policy may be drawn up under the Married 
Women's Property Act, so as to minimize Estate Duty. 


The offer price of the units on October 4th, 1960, was 14s 434 to yield £3-2695. This price repre- 
sented an appreciation of 43-75 per cent over the initial offer price in November 1958, of 10s. 


For further information, please write to the Managers, PHILIP HILL, HIGGINSON, ERLANGERS LIMITED 
34 Moorgate, London, EC2 








you can’t live on gold watches 


The ‘small token of the Company’s appreciation’ days are passing. And rightly. 



















The simple humanity and straightforward business sense of Staff Pension 
and Life Assurance Schemes are becoming widely understood. 


Both parties benefit, during employment and after. The employee is 
relieved of: much anxiety for the future — particularly if he supports a family. 
Retirement won’t mean scraping. And with Life Assurance, even 

early death would not leave his dependents unprovided for, 


His employer gains from the engendered confidence. More application 

and stability in his staff. Good people, in fact, expect and look 
for such schemes today. These are very real benefits, proved time 
after time in all sorts and sizes of companies. 


And the actual cost is slight: Taxation Authorities 
recognise payments as a business expense. 


f DASS у Legal & General have been handling such matters 
pont i ; а A for years. They can plan to your precise require- 
: у ments. An enquiry does not commit you in 


LEGAL & GENERAL 


ASSURANCE SOCIETY LIMITED l 
“cs CHIEF ADMINISTRATION: 188 FLEET STREET, LONDON, E.C.4, TEL: CHANCERY 4444 





any way. So why not get in touch today? : 
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a valuation of £100,000 for Bugle Press made by 
Messrs Price Waterhouse & Co. He contended 
that his shares (10 per cent of the total) were worth 
more than {£10,000 and he criticized the basis on 
which the valuation was made. The holders of 
9o per cent of the shares in the two transferor 
companies Bugle Press Ltd and Houses & Estates 
Ltd were two persons who were also the sole 
members and directors of Jackson & Shaw (Hold- 
ings) Ltd, the transferee company. 

It was argued for the minority shareholder that 
Section 209 (1) did not enable holders of 9o per 
cent of the issued shares in a company to acquire 
the shareholding of the ro per cent minority. 
The section expressly provided that the trans- 
action must be between companies and no indi- 
vidual could make an offer which, even if it 
were accepted by 9o per cent of the recipients of 
the offer, would entitle that individual to acquire 
compulsorily the shares of the 10 per cent dis- 
sentient minority. Similarly, it would be contrary 
to the policy of the section if it could be operated 
by individuals, who owned go per cent of the 
Shares, constituting a transferee company in 
which they were the only members. Such a 
company would be merely a screen for the 9o per 
cent shareholders. 


His lordship saw great force in this argument 
and distinguished Re Sussex Brick Co Ltd ([1960] 
1 All E.R. 772). The ordinary case under the 
section, he said, was where a 9o per cent majority 
who accepted an offer was unconnected with the 
offerors. In such a case the Court paid the great- 
est attention to the views of such a majority who 
were ‘commercial people able to judge their own 
affairs’. In the present case the position was 
different in that the offer was put forward by 
Jackson & Shaw (Holdings) Ltd, holders of the 
9o per cent majority shareholdings, whose accep- 
tance of the offer, it was suggested, also bound 
the minority shareholder. It must be incumbent 
on the majority shareholders to satisfy the Court 
that the scheme was one which the minority 
shareholder ought reasonably to be compelled 
to fall in with, and this was a case in which the 
Court would ‘order otherwise’. 

It may be useful to consider this decision in 
, relation to the words ‘whether a company within 
the meaning of this Act or not’ in Section 209 (1). 
These words apply to the transferee company but 
not to the transferor company. Palmer’s Company 
Law, 20th edition, pages 676-677, says of the 
words (where they appear, similarly, in Section 
287 (1) of the Act): 

"Thus, it (the transferee company) can be a 
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company incorporated by charter, formed under a 
different Act, a foreign company, or indeed any 
association falling within the meaning of the word 
“company”... It is essential that there should 
be an association of two or more persons, but 
. there is no need for them to be incorporated or to 
have a separate judicial personality. It would 
appear to follow from the . . dictionary definitions 
that even a partnership is a "company" in the 
meaning of this section. There is no reported case 
which assists in indicating the limit to be placed 
on the phrase . . . [but] it is clear that the transferee 
cannot be an individual, even if he is a trustee for 
another company.' 
There appears to be nothing in the recent judg- 
ment to suggest that Palmer’s view of the words 
‘whether a company within the meaning of this 
Act or not’ is incorrect or that Jackson & Shaw 
(Holdings) Ltd is not a ‘transferee company’ 
within Section 209 (1); but everything to suggest 
that the decision in the case was given in pur- 
suance of the unfettered discretion of the Court, 
under Section 209 (1), to ‘order otherwise’. 


Conclusion 

Nevertheless, the several cases and dicta which 
have been considered make it plain that the 
Courts are generally very loth to ‘order otherwise’ 
where an offer has been accepted by nine-tenths 
of the shareholders of the transferor company, on 
the view that the onus of proving in such circum- 
stances that the offer is unfair is a heavy one 
resting on the applicant. 

Since, however, no application can come before 
the Court except where there is a nine-tenths 
majority in favour of the offer, and Parliament has 
nevertheless vested a discretion in the Court, it 


is at least open to argument that the approval of 


the majority should not weigh too heavily with 
the Court. In the case of a large or important 
transferor company whose shares are held by 
insurance companies, investment trusts, unit 
trusts and pension funds, it may well be that the 
assenting shareholders are ‘commercial people 
able to judge their own affairs’. On the other 
hand, in the case of smaller companies, it could 
be the minority who was commercially minded 
and well informed, with the majority merely 
attracted by a bid which was higher than the 
market price of the shares and in ignorance of the 
assets value of the shares, or even their short- 
term prospects in the hands of the present 
management. 

Generally, Section 209 contains some rather 
odd and inconsistent features, and it seems just, 
as well that it is to engage the attention, of the 
Jenkins Committee. 
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The Accounting World 


UNITED STATES 


American Institute’s New President 


R LOUIS Н. PILIE, c.P.4., of New Orleans, 

was elected President of the American Institute 
of Certified Public Accountants last week at the 
seventy-third annual 
meeting of the Institute 
held in Philadelphia. 

A senior partner in 
the firm of Barton, Pilie, 
Hughes & Jones, Mr 
Pilie is a member of the 
Institute’s Trial Board 
and its committee on 
public school account- 
ing. Since joining the 
Institute in 1934, he 
has served on various 
Institute committees in- 
cluding those on State 
legislation, development 
of the profession, and 
the executive committee. He is a former Vice- 
President of the Institute and a member of its 
governing council. 

In addition to his Institute activities, Mr Pilie is 
active in Louisiana affairs, currently serving as 
chairman for Louisiana of the American Thrift 
Assembly, as general chairman of Loyola University’s 
programme of progress, and as a member of the 
board of directors of the New Orleans Opera House 
Association. He was an organizer and former presi- 
dent of the Catholic Accountants Guild, and is a 
member and former president of the Society of 
Louisiana Certified Public Accountants. 

Vice-Presidents elected at the annual meeting were: 
Mr Herman W. Bevis, c.p.a., of Connecticut; Mr 
Clifford V. Heimbucher, c.p.a., of California; Mr 
Homer L, Luther, c.p.a., of Texas; Mr Edwin W. 
Norberg, C.P.A., of Minnesota. Mr Thomas D. Flynn, 
С.Р.А., of New York was elected treasurer for the 
third successive year. 





Mr Louis H. Pilie 


. . . and New Director of Education 


R EDWARD S. LYNN, REA, C.P.A, of 

Madison, Wisconsin, has been appointed 
director of education of the American Institute of 
Certified Public Accountants. 

Mr Lynn, who was previously associate professor 
of accounting at the University of Wisconsin, has also 
been a member of the accounting faculties at the 
Universities of Texas, Tennessee, and Baylor Univer- 


sity. 


As director of the education division of the Institute, 
Mr Lynn’s primary duty will be to supervise the pre- 
paration and grading of the uniform certified public 
accountant examination. The examination is now 
used in all fifty States, as well as the District of 
Columbia, Puerto Rico and the Virgin Islands. 


CANADA 


Chartered Accountant Chairman of Royal 
Commision 


RJ. GRANT GLASSCO, в.сомм., C.A.(CANADA) 
partner in the firm of Clarkson, Gordon & Co, 
Chartered Accountants, of Toronto, has been ap- 
pointed by Mr Diefenbaker, the Canadian Prime | 
Minister, as chairman of the Royal Commission 
on Government Operations which is to inquire 
into possible economies and recommend cuts in 
expenditure consistent with the maintenance of good 
government and efficiency through effective budget- 
ing and financial control. The task is expected to take 
two years to complete, but interim reports will be 
issued. 

Mr Glassco, who is aged 55, started his professional 
career with the Montreal firm of McDonald, Currie 
& Co, Chartered Accountants, in 1926, and became a 
partner in his present firm in 1935. During the 
Second World War he served as controller of de 
Havilland Aircraft of Canada Ltd and since 1957 he 
has been executive vice-president of the Brazilian 
Traction Light & Power Co, of Toronto. He holds a 
number of other directorships and is also chairman 
of the Toronto Sick Children’s Hospital and a 
member of the board of governors of Toronto 
University. 


CEYLON 


Progress of New Institute 


NE hundred and twenty-three accountants have 
been admitted to The Institute of Chartered 
Accountants of Ceylon established by Act of Parlia- 
ment earlier this year (see The Accountant, February 
20th, 1960). Of these, thirty-five have been elected 
Fellows; the remainder are Associates. These initial 
members have been admitted by virtue of their 
membership of other recognized professional bodies 
or as auditors registered under the local Companies’ | 
(Auditors) Regulations, 1941. Tutorial classes have 
now been arranged and it is proposed to hold the 
first examinations of the new Institute next December. 
Of the ten members of the Council, nine are mem- 
bers of The Institute of Chartered Accountants in 
England and Wales, and the other is a member of the 
Scottish Institute. • 
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A headquarters building is to be erected and 
equipped, with the aid of a Government grant of 
Rs200,000, and plans for the establishment of a 
library, with the assistance of the Colombo Plan 
Authorities, are also afoot. 

Under The Institute of Chartered Accountants of 
Ceylon Act, 1959, the Council of the new Institute 
is charged with the task of setting up a ‘second grade’ 
of accountants in Ceylon to be known as ‘registered 
accountants and auditors’. While the qualifications of 
this secondary class would be lower than those of the 
Ceylon chartered accountants, there would be no 
restriction as to the nature of accountancy work those 
comprising it might undertake, except the auditing 
of accounts of public companies. The Ceylon Institute 
states that in view of the difficulties encountered in 
fulfilling this task, the Ministry of Trade and Com- 
merce is now contemplating amending legislation, 
and it is likely that the Council of the Ceylon Insti- 
tute will recommend that it be relieved of any 

responsibility for the establishment and administra- 
tion of the secondary class. 


MALTA 


Industrial Development 


НЕ declared aim of the £32} million five-year 

development plan which the Government of 
Malta launched at the beginning of this financial 
year was the diversification of the economy of the 
islands. It is anticipated that defence expenditure 
in Malta is to be run down gradually in the future 
and in order to maintain, and possibly to enhance 
existing living standards, the Government has 
embarked upon plans to attract new industries to 
Malta and to develop the tourist industry. 

One of the ways in which this is to be done is 
through the Aids to Industries Ordinance. The 
incentives offered by the Aids to Industries Ordinance 
include the exemption from income tax of new 
industrial undertakings (or firms expanding) for a 
period of up to ten years. In addition, loans or grants 
of up to 334 per cent, and in special cases up to 50 per 
cent, of the cost of fixed capital assets (including 
plant, buildings and machinery) will be made. The 
grants are not repayable and do not exclude the under- 
taking from income tax relief. Grants may also be 
made for the dismantling, shipping and re-erection 
of second-hand plant and equipment. 

Undertakings will be granted exemption from 
customs duty on plant and machinery and on building 
materials for the construction of factories. In special 
cases exemption or reduction in customs duty will 

\ also be granted on raw materials and component 
parts. Under the new drawback scheme, import 
duties on certain raw materials and components used 
in production, on which outright exemption cannot 
be granted, may be refunded on the exportation of 
the product embodying the imported material. 

An undertaking qualifies for assistance under the 
Aids to Industries Ordinance if it is likely to create 
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employment or increase the national product; if aid 
is needed to establish the business; and if it will be 
able to carry on without further help. 

To administer the Ordinance, the Aids to Indus- 
tries Board was set up, which receives applications 
in respect of tax concessions, loans, grants, or factory 
sites. In London, the Industrial Development Board 
has been formed, one of the members of which is 
Mr Eric Turner, F.c.a. 


HOLLAND 


International Bureau of 
Fiscal Documentation 


que annual report for 1959 of the International 
Bureau of Fiscal Documentation of Amsterdam, 
which is an independent and non-profit-making 
organization whose aim is to give independent and 
objective information about foreign and international 
taxation problems, records that from an international 
point of view, 1959 was a year of outstanding 
importance. 

'The volume of inquiries received by the Bureau 
regarding taxation problems relating to the European 
Common Market and its fiscal implications increased 
so much during the year that it was decided to devote 
the whole of the first part of the report to a con- 
sideration of these matters. The second part of the 
report deals with the fiscal changes which occurred 
during 1959 in a number of countries which have 
introduced measures designed to encourage foreign 
firms to invest capital in existing or new industries. 
The last section deals with the main matters affecting 
the Bureau and its organization arising during the year. 

Mr Douglas A. Clarke, LL.B., F.c.a., a member of 
the Council of The Institute of Chartered Account- 
ants in England and Wales, is the United Kingdom 
member of the Council of Protection of the Bureau. 


BURMA 


Chartered Accountant's U.N.T.A.B. 
Appointment 


R GEORGE RONSON, F.c.a., has recently 

been appointed acting resident representative 

of the United Nations Technical Assistance Board in 

Rangoon and acting representative in Burma to the 

managing director of the United Nations Special Fund. 

Mr Ronson has served with the United Nations 

Bureau of Technical Assistance as accounting and 

auditing advisor to the Government of the Union of 
Burma since January 1956. 


PAKISTAN 
Decimal Coinage 


HE Government of Pakistan have announced 

that decimal coinage is to be introduced in 
Pakistan as from January 1st, 1961. To enable banks 
and businesses to convert their accounts into the new 
currency, January rst and and have been proclaimed 
as public holidays. 
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Retirement Benefit Schemes - I 


* by J. Н. HUBERT NUTTALL, F.C.A. 
Secretary, The Pilkington Brothers Ltd Superannuation and Pension Funds 


Introduction 

1. It must be conceded from the start that the 
main purpose of a retirement benefit scheme is to 
provide benefits on retirement, but few employees 
would be willing to contribute to such a scheme if 
these were the only benefits. For each employee who 
stays with the same employer until retirement, there 
are many who move to other 
employment and some who die; 
therefore alternative benefits 
should be provided for circum- 
stances such as these. These 
benefits must, however, be sub- 
sidiary to pension benefits. In 
many schemes additional benefits 
ate provided on death which 
have no counterpart in the 
pension payable on retirement, 
but it is wise not to carry these 
subsidiary benefits too far in a 
scheme which is designed pri- 
marily to provide pension. 
| 2. It is not, however, always 
conceded that a retirement bene- 
fit scheme should provide ade- 
quate pension and during the : 
last fifteen years ог so, due ina i 
‘large part to the exceptional 
conditions obtaining, some 
schemes which were previously 
thought to be adequate have 
proved not to be so. If we are to 
approach this matter from a 
practical point of view, we must 
establish right at the start what we consider to be 
an adequate pension benefit. This conclusion can 
only be based on the salary or wage level expected 
to be reached at retirement and on the various state 
pensions which will be available to maintain the 
employee after retirement. 

3. Irrespective of the angle from which the 
employer views the pension provision he is making 
for his employees, the employee himself will compare 
it with his final salary or wage and there is little 
doubt that a scheme which has some definite re- 
lationship to final salary, whether it be salary at 
retirement or the salary averaged over the final years 
of employment, is the one which gives an employee 
the most satisfaction. 

4. What level of pension on this basis is adequate 
is a matter of varying opinion; but we can assume 
that if total income from State and occupational 
The first part of a paper presented at the Summer Course 


‘of The Institute of Chartered Accountants in England and 
Wales at Oxford on September 19th, 1960. 
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Mr J. Н. Hubert Nuttall 


schemes lies between бо per cent and 8o per cent of 
final salary or wage according to the level of pay 
reached at retirement, then the retirement benefit 
scheme is reasonably adequate. 

5. The majority of funds are constructed to give 
alternative benefits on retirement or death and the 
three most usual ways of carrying this out are by 
means of: 

(a) a provident fund; 

(b) an endowment policy; or 

(c) the provision of deferred 

annuities, coupled with 
separate lump-sum death 
benefits, 


no pension; it consists solely of 
contributions paid into the fund 
by the employees and usually 
also by the employer and these 
amounts with interest, some- 
times at a guaranteed rate, are 
paid to the employee on retire- 
ment or to his next of kin on 
death. A provident fund may not 
be considered a genuine retire- 
ment benefit scheme and I do 
not intend to refer to this 
particular class of scheme again. 

7. Some years ago the pur- 
chase of endowment policies 
was a popular form of providing 
pension, but the expense of 
providing, as a corollary, excep- 
tionally large death benefits and 
the difference in the taxation treatment of these 
policies from other methods of providing retirement 
benefits (see paragraph 69), has resulted in this 
method losing much of its former popularity. To 
provide a given pension at age 65 an endowment 
policy must be purchased for at least ten times the 
amount of pension required and naturally this 
provides in addition to the pension benefit an excep- 
tionally high pre-retirement death benefit. This high 
death benefit cover adds considerably to the cost of 
providing pension by this method, and it is more 
suitable for special circumstances such as top hat 
schemes than for the normal whole life retirement 
benefits scheme. 

8. The provision of deferred annuities is now 
generally regarded as the most suitable method of 
providing pension. Under this arrangement either a 
predetermined contribution produces a variable 
pension, or alternatively a predetermined pension is 
obtained by the payment of variable contributions. 
Deferred annuities can either be purchased through 


6. A provident fund provides. 
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THOMAS TILLING have 
their eggs in many baskets 


THOMAS TILLING have a wide variety of interests 
spread over twenty-eight companies. They em- 
brace publishing, glass-making, engineering, 
insuranee, textiles, building materials, car 
distribution, electrical equipment, and many 
other industries. 


Are your eggs allin one basket? 


Will you be faced with the problem of death 
duties? If you have a sizable business with ex- 
cellent prospects and management, and wish to 
share your responsibilities and anxieties, talk 
to THOMAS TILLING. Their companies are hand- 
picked. They are a Family of Firms. Under 
TILLING’s wise guidance you will go from 
strength to strength. 


THOMAS TILLING 
LIMITED 


Crewe House Curzon St., London У.І 


A и 0 ŠA Board of Directors: 
i - W. LIONEL FRASER (Chairman) 

PETER H. D. RYDER (Managing Director) 
GRAHAM G. THOMPSON (Deputy Managing Director) 
LORD BRABAZON OF TARA | SIR WILLIAM CHRISTIE 

SIR GEORGE BRIGGS | GEOFFREY C. R. ELEY 
KENNETH Н. CHAPMAN | SIR JOHN ELLIOT 


JOSEPH R. MILLBOUEN 


REGINALD 0. A. KEEL (Secretary) 
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Already, thousands and thousands ої 
C4alional Accounting Machine users 
such as these are right up-to-date — 
all set for prosperity :— 


PIRELLI GENERAL CABLE WORKS LTD e KRAFT FOODS LTD 
THE METAL BOX CO LTD e ESSO PETROLEUM CO LTD 
REED CORRUGATED CASES LTD » HOUSE OF SEAGRAM LTD 
SCHWEPPES LTD • SIR ROBERT MCALPINE & SONS LTD 
BRITISH IRON & STEEL CORPORATION LTD • BOURJOIS LTD 
PEEK FREAN & CO LTD • LILLEY & SKINNER LTD 
BOWATER PAPER CORPORATION LTD e CREED & CO LTD 
Н. J. HEINZ & CO LTD • GILLETTE INDUSTRIES LTD 
FRIGIDAIRE DIVISION OF GENERAL MOTORS LTD 

JOHN HAIG & CO LTD e MEGGESON & CO LTD 

W. Н, GAZE & SONS LID • HUNTLEY & PALMERS LTD 
BEECHAMS PHARMACEUTICALS LTD e RADIO RENTALS LTD 
SAMUEL JONES LTD e GRANADA THEATRES LTD ' 
UNIVERSITY PRESS, OXFORD • MONSANTO CHEMICALS LTD 
MOBIL OIL CO LTD • JOSEPH RANK LTD 

STANDARD TELEPHONES & CABLES LTD e NESTLE LTD 
WALT DISNEY LTD • INGERSOLL-RAND LTD 

C. C. WAKEFIELD & CO LTD (CASTROL) • REMPLOY LTD 
HULTON PRESS LTD e TATE & LYLE LTD 

BRITISH INSULATED CALLENDER'S CABLES LTD 

WESTERN UNION TELEGRAPH e JOHN LAING & SON LTD 
MCVITIE & PRICE LTD • MAPPIN & WEBB LTD 
ARMSTRONG-SIDDELEY MOTORS • AVERY-HARDOLL LTD 
PETTERS LTD • Р & О STEAM NAVIGATION CO 

ODHAMS PRESS LTD e SYMBOL BISCUITS LTD 
METRO-GOLDWYN-MAYER PICTURES LTD • VIDOR LTD 
GENERAL MOTORS LTD • DIMPLEX LTD 

SIEMENS EDISON SWAN LTD » TANNOY PRODUCTS LTD 
JAEGER LTD • GALLAHERS LTD 

DUNLOP RUBBER CO LTD ¢ UNILEVER LTD 


LARGE, MEDIUM OR SMALL? — Size makes no 
difference. National’s unequalled range of machines 
provides the world’s widest choice of made-to-measure 
systems for businesses of every size and kind. 





WITH EXPANSION AHEAD, 
NOW 1S THE TIME TO ACT. 


Now is the time to invite your near-at-hand 
NCR Systems Specialist to call on you. 
Confidential, explanatory talks, system surveys 
and the submission of proposals imply 
absolutely no obligation financial or otherwise. 


P Y With or without automatic tape or card-punching facility 





Just wñte or 'phone (Accounting Machine Division) 
d И ` E . 
The Natlonal Cash Register Company Ltd : 206-216 Marylebone Rd · London N.W.1* Tel: PAD 7070 
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a life office, or obtained by means of a privately 
administered trust fund in which the relationship 
between contributions and pension is determined by 
actuaries, or by a combination of both. This method is 
most adaptable and can be used to fit almost any 
given set of circumstances. 


Basic Principles for Pension 
Deferred annuities . 


9. Schemes designed to provide retirement benefits 
by way of deferred annuities normally do so on one 
of three bases: 


(i) money purchase; 
(ii) average (or career) salary; 
(iii) final salary (usually averaged over a number of 
years). 
10. In a money purchase scheme the contributions 
by both the employee and employer are fixed and 
the pension emerges. Contributions can be expressed 


-in relation to salary, e.g. as a percentage, or as a 


РЕ 


fixed amount irrespective of wages or salary. The 
contributions by the employee and the employer may 
be equal or unequal either individually or as a whole. 
The pension which emerges is based on the amount 
of the contributions and tables of pension fates, 
which vary according to the age of the contributor at 
the time the contributions are made, as determined by 
an actuary after taking into account all the relevant 
factors arising from interest, mortality, withdrawal, 
etc. 

ir, In an average salary scheme, the amount of 
pension is determined each year for each employee, 
and is based on the salary for that year, normally 
determined by reference to a given date. The relation 
of pension to salary or wages may be the same for all 
employees, e.g. 14 or 2 per cent of salary, or it may 
vary according to the level of pay, in which event 
it is usually at a lower rate for the lower paid em- 
ployee for whom the State provides a larger portion 
of his retirement income than it does for the higher 
paid employee. Thus the pension acquired during 
the year for an employee earning 


£500 may be £5 (x per cent) 
) 


£900 , fro (rt ,, 
£noo „  £150$ „ ) 
£200 , eRe , ) 


The total contributions required to purchase each 
employee's pension vary according to his age and the 
amount of pension which has to be purchased. It is 
customary in a scheme of this nature for the em- 
ployee's contributions to be fixed at a definite 
relationship either to salary (where the rate of 
pension is the same for all) or to the amount of 
pension purchased, and the employer must foot the 
bill for the balance of the contributions required. 
12. In the finàl salary fund the pension is based 
on the salary at or near retirement. It can be ex- 
pressed in the same way as in the case of the average 
salary fund, but instead of being the percentage or 
fraction of each year's salary, it is the percentage or 
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fraction of the average of the last ten, five, or three 
years’ salary, or even occasionally of the last year’s 
salary, the fraction or percentage being multiplied 
by the years of service, * 

13. This type of scheme is welcomed by the 
employee since he knows from the beginning what 
level of income, in relation to his final salary, he will 
receive after retirement. For the employer, however, 
the scheme has certain dangers, especially when over 
the final years of working life there has been some 
considerable inflation resulting in a steep increase in 
salary levels generally. In such circumstances if final 
salaries have not been carefully and realistically 
estimated, the cost of providing the pension re- 
quired to correct the under-assessment of salary can 
become very expensive in regard to employees with 
long service who are nearing retirement. _ 

14. It is an interesting exercise to compare schemes 
drawn up on each of these three bases from the point 
of view of both the pension and the cost to the 
employer. In Appendix A are set out figures of 
pension and cost arising from schemes using the 
money purchase and average salary bases with certain 
common assumptions as to rates of pension and 
salary increase. Figures are not included for a final 
salary scheme since the pension appropriate to any 
given period of service is easily calculated and the 
cost to the employer depends to a large extent on his 
periodical assessments of final pensionable salary. 

15. Appendix A assumes a rate of salary increase 
of 4 per cent per annum and a rate of interest earned 
by the fund of 4 per cent per annum also. If the final - 
salary scheme basis is one-eightieth of average salary 
over the last three years, for each year of service, the 
comparative figures of pension for varying periods 
of service are: 





Money Average 
purchase Salary Final Salary 
Pension Pension 
from 10% of 2% of | Pension of 
Service contribution salary 1/8oth 
£ £ 
40 years 1,081 1,046 1,220 
35 » 913 986 1,068 
39.» 759 913 915 
25 » 614 825 763 
20, 478 718 610 





From these figures it will be seen that although 
after long periods of service a pension of 2 per cent 
of average salary and one based on a ro per cent 
contribution are approximately equal, the 2 per cent 
average salary basis provides a considerably higher 
pension for service of thirty years or less, the differ- 
ence becoming more marked the shorter the service. 
The final salary scheme based on eightieths, on the 
other hand, for short service falls between the other 
two but for long service comes out easily the best. 
Different bases would of course produce varying 
results. А 

16. Because a money purchase scheme is,based on 
fixed contributions and those paid at the younger 
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ages provide a greater interest accumulation than 
those at later ages, the bulk of the pension in a scheme 
of this type tends to be purchased early in a member's 
life. In an average salary Scheme, however, the bulk 
of the pension is purchased in the later years when 
the salary is highest and because it is purchased 
nearer to retirement it costs more as is indicated by 
the following summary in five-yearly periods of 
pension and cost as set out in Appendix A. 


Summary in five-yearly periods of figures in Appendix A 





Average Salary basis 





Money purchase basis 















Age 

Groups | Pension 
£ 

25-29 168 
30-34 154 
35-39 145 
40-44 136 
45-49 128 
50-54 122 
55-59 116 
60-64, 112 







1,081 


адасса 








17, The average salary scheme has one further 
advantage. In a member’s early years in a scheme, 
the employee’s own contributions are normally 
more than sufficient to purchase the required pension 
and therefore the employer is not called upon ~ in 
theory at least — to make any contributions towards 
the employee's pension until the employee has 
reached an age at which he is less likely to change his 
employment. 

18. When deciding the type of scheme most suited 
to the circumstances therefore, it is essential to bear 
in mind not only the final pension figure required 
and the cost of providing that pension, but also the 
rate of turnover and the average length of service 
obtained or likely to be obtained by those who reach 
retirement age. 


Endowment policies 

19. The endowment policy method of providing 
pension benefits is now restricted mainly to top hat 
and other schemes of a similar type. The reason for 
this is largely due to the high cost which results from 
the exceptionally high death benefit inherent in the 
policy. In the case of a long-service employee who is 
perhaps due to retire on half pension, the capital 
value of the policies covering his pension must 
always be at least five times his salary and in his early 
years it may be even higher if based on his prospective 
retiring salary. If his pension rights are greater than 
this then the death benefit increases proportionately 
and the man who is due to retire on two-thirds 
pension would have to be covered for six and 
two-thirds of his salary. 

20, In a top hat scheme, however, this relationship 
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between death benefit and pension is not such a 
disadvantage. Such policies are not usually taken out 
until later in working life when the risk of death is 
greater than it is at the younger ages. Nor is the 
pension provision at the same level as in the normal 
retirement benefit scheme. Further, if policies in the 
top hat scheme are effected by the employer in lieu 
of increases in salary, the employee who is liable to 
surtax may sacrifice a comparatively small amount of 
net income in exchange for the additional pension 
rights. Some employees late in life become bad lives 
from an insurance point of view and this type of 
benefit may provide additional life cover, without a 
medical examination, which would not be available 
if they were to approach the life office direct as a 
private individual. Finally there is the overriding 
benefit that one-quarter of one's total pension rights 
may be taken in the form of a tax-free lump sum if 
this figure is within the benefits of the top hat policy. 

21. Top hat schemes seem generally to be applied 


to senior management and executive personnel; but... 4. 


there is no reason why such schemes should not 
apply to staff generally if it is desired to provide tax- 
free lump-sum payments at retirement in addition 
to pension benefits. In certain circumstances it may 
also be a way of providing additional pension benefit 
when it is too late in life to provide it by means of 
the normal retirement benefits scheme. 


Non-contributory schemes 

22. Although it is difficult to obtain reliable figures 
there are indications that the non-contributory type 
of scheme has been gaining ground in recent years, 
more particularly in the case of works schemes where 
the turnover is high. In these circumstances the 
administrative work is very considerably reduced. 

23. From the employee's point of view, however, 
a non-contributory scheme is not always the best as 
the pension must naturally be smaller than it would 
be if his contributions were added to those of his 
employer. Further, in some non-contributory schemes 
there may be no benefit on death and often there is no 
benefit on withdrawal. Since the employee does not 
contribute it is unusual for him to have any say in the 
direction or administration of the scheme and unless 
the basis is exceptionally generous —as some non- 
contributory schemes are -this may lead to an 
indifferent attitude in the employees and possibly as a 
result to an inadequate, out-of-date pension scheme. 

24. À non-contributory scheme is often used to 
provide back service benefits which are in any event 
paid for solely by the employer. Such 2 scheme may 
have certain advantages over an arrangement Бу . 
which the employer's payments to meet back service | 
pensions are made to the contributory scheme. Since 
the liabilities are carefully scheduled and arrange- 
ments will be made to liquidate them by payments of a 
fixed annual sum for a number of years, it Is possible, 
if the liabilities become less due to death or with- 
drawal, for the later payments to be scaled down or 
even omitted entirely. А 
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Death Benefit 


25. The provision of the death benefit which is 
almost always associated with a retirement benefit 
scheme varies according to whether death occurs 
before or after retirement and I propose to deal with 
these circumstances separately. 


Before retirement 


26, In a contributory scheme it is normally the 
custom in any circumstances to repay the member’s 
contributions and therefore this sum becomes the 
lower limit of benefit on death. Originally the upper 
limit was the actuarial value of the pension earned to 
date, but in recent years the majority of schemes 
have not tied themselves to a death benefit which 
bears any specific relationship to the pension either 
earned to date or expected to be earned at retirement. 

27. The benefit can consist of: 


~ (i) а lump sum; or 
(1) a pension; or 
(iii) both lump sum and pension. 


In the majority of cases a lump sum is payable. This 
sum varies in different schemes between a return of 
the deceased member's contributions and the very 
high cover obtained in an endowment scheme. Due in 
part to the influence of the life offices on pension 
schemes, the most common benefit now amounts to 
the member's contributions and approximately one 
year's salary or wages.! In my view this benefit is 
insufficient in these days, when the habit of saving 
has largely departed. The cost of group life assurance 
is so cheap compared with the need it satisfies, that 
I cannot understand why larger sums are not more 
generally involved where the death benefit is of this 
nature. 

28. Although the importance of an adequate 
pension is now more fully realized than it was, 
employers do not seem to have appreciated as fully 
the financial position in which a married employee's 
family is placed after his death. If it is decided that 
the benefit on death is to take the form of a lump sum 
then it should be a much larger one than a return of 
the member's contributions and one year's salary. . 

29. In Appendix B I have set out the death benefit 
which would be payable if the member's contribu- 
tions were refunded together with three years' salary. 
From age 46 that part of the benefit which is related 
to the salary figure is reduced by 1o per cent of salary 
each year until at age 65 the benefit has become the 

/ sum of the contributions and one year's salary. This 
gradual reduction in the ratio of the death benefit to 
salary has certain advantages. It checks the increase 
in the amount of the additional life cover at ages 





1 Tn a survey carried out by the Industrial Welfare Society 
in 1956, out of 159 staff funds over one hundred gave a benefit 
of the refund of member's contributions plus one year's 


salary or less. 
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when it becomes relatively expensive and it reduces 
the benefit gradually to a figure at age 65 which bears 
a reasonable relationship to the death benefit normally 
payable immediately after retirement. A benefit of 
this nature provides, at a very modest cost, reasonable 
cover in early life before the individual has much 
opportunity of providing otherwise for his dependants. 

30. The availability of large sums of money to 
persons unused to dealing with them, however, may 
lead to difficulties in many ways and I would prefer 
to see the death benefit mainly satisfied in the more 
useful and permanent form of a pension —at least 
for married men. 

31. The ideal is perhaps to provide both lump sum 
and pension by making the benefit the return of the 
member's contributions or (say) six months' salary 
or wages whichever is the greater, and a pension of 
perhaps one-third of the husband's prospective 
pension based on a continuation of his salary current 
at the time of his death. It is not sufficient to base 
the widow's pension on the amount of her husband's 
pension earned up to the date of his death, since this 
basis does not meet the need when an employee dies 
under, say, age 45 possibly leaving young children, 
the time when the need is greatest. In these circum- 
stances it is perhaps wise to arrange for the pension 
to cease if the widow remarries. 

32. Thus the widow of an employee who dies at 
age 40 after fifteen years’ service while earning a 
salary of £1,000 per annum and who would have 
earned for his prospective forty years’ service a 
two-thirds pension, will receive a lump sum of 
perhaps £600 contributions (see Appendix B) and a 
pension of £222 per annum. Bachelors would not 
normally favour a death benefit consisting of a 
pension and therefore they should be given a lump 
sum on the lines suggested earlier. 

33. The cost of any death benefit above the return 
of the member's contribution should be met by the 
employer either out of his normal contribution or 
by an additional payment as is desired in the circum- 
stances of each scheme. i 


After retirement 


34. By far the most usual form of benefit on death 
after retirement is to guarantee the pension for a 
minimum of five years. As the value of a pension for . 
a man at age 65 is between ten and eleven times the 
annual figure this means that normally he is guaranteed 
a return of at least his own contributions with 
interest. Sometimes pensions are guaranteed for 
longer periods but this has the effect of reducing 
their value. The following can be regarded as typical 
interchangeable figures of pension: 

| Per annum 


Pension — ceasing on death 
guaranteed for five years .. 
guaranteed for ten years .. 


£100 о o 
£97 10 о 
£90 15 о 

35: In so far as these benefits guarantee the return 
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in pension of the pensioner’s own contributions they 
are admirable, but unless they are backed up by 
some provision for a surrender of a part of the 

,member's pension in order to provide for his widow 

-he is unable to provide from his pension any income 
for his widow if he dies more than five years after 
retirement. Many funds offer this benefit of surrender 
which may be exercised or not at the discretion of 
the pensioner, to a degree to be decided by him, 
provided that his reduced pénsion is not less than his 
prospective widow's pension. Other funds offer the 
one alternative of a joint life and survivorship 
pension in which case the reduced pension which is 
payable while both husband and wife are alive, 
continues unchanged until both are dead. 

36. Where a widow's pension is available in 
exchange for a surrender of pension, this exchange 
should be available in all cases as a right and not 
denied to those most requiring it, because they are 
not in good health. 

_ 37. It is surprising how small an amount of pension 
may have to be surrendered in order to provide the 
widow with an income of between one-half and two- 
thirds of the joint income received while her husband 
was alive, as the following example demonstrates. 











Joint Widow's 
Income Income 
£ - £ 
State pension 208 130 
Occupational scheme 350 
558 > 
Pension surrendered JA 6o provides 154! 
| £498 £284 








38. If a married man’s total retirement income is 
just below the £500 level before making any pro- 
vision for his widow, it is important to consider the 
incidence of taxation in the light of the special 
concession given to persons over age 65. Under this 
concession a married man is exempt from tax where 
the total income does not exceed £440 per annum 
but is taxed on each Хт of income over this figure 
up to £489 per annum at a special rate of gs od in the 
£. If his total income therefore is £490 it will only 
cost him irs od in the f to surrender {50 of his 
pension for his widow. 

39. The payment of a lump sum on death after 
retirement is unusual, and yet there may well be 
other accounts to settle besides the funeral bill. 

„ће payment by the State of a funeral benefit of 

"as is today a mere token of the original intention. 
In my view a small cash payment should always be 
made in these circumstances, and especially is this 
important when there is no continuing annuity. 





1 Assuming wife less than one year younger than her 
husband. If she is ten years younger only £94 would be 
provided. ' Е ГР 
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Estate duty 


40. Whenever death occurs, if the estate of the 
deceased member is over £3,000 it may be liable to 
estate duty. These payments of estate duty can bear 
hardly on widows who at such times need all the 
financial help they can get. It is politic, therefore, to 
arrange the benefits in such a way that as little estate 
duty as possible is payable. 

41. Estate duty is normally avoided altogether if 
the trustees have a complete discretion as regards 
the persons to whom the death benefit shall be paid. 
In other circumstances, such as when a widow is. 
provided with a pension because her husband sur- 
rendered part of his pension before retirement, the 
capital value of the widow's pension may be treated 
as an estate by itself and not liable to aggregation, 
thus reducing not only the amount of the duty on 
the death benefit, but also the rate on the rest of the 
estate. 

42. The question of estate duty liability is fraught 
with pitfalls and the wise administrator will secure 
the best advice available in framing his rules so as to 
avoid leaving the widow, in particular, to face a 
greater liability than may be necessary. 


. Withdrawal Benefit 


43. It may seem obvious to record that one of the 
main differences between contributory and non- 
contributory schemes is to be found in the with- 
drawal benefit. 

44. In a contributory scheme the member always 
has the right to a return of his own contributions, 
sometimes with interest added and sometimes less 
a deduction for income tax, where appropriate (see 
paragraph 64). The payment may vary slightly accord- 
ing to whether the reason for withdrawal is due to the 
memiber leaving of his own accord, redundancy or ill 
health, but the sum of the member’s own contribu- 
tions is normally the minimum amount of the 
refund. 

45. Except in special circumstances such as ill 
health the Revenue will not permit the employer’s 
contributions to be repaid to the member in a lump 
sum as а withdrawal benefit. Some schemes, however, 
allow the employee, as an alternative to a cash refund, 
the right to preserve the pension rights arising from 
his own contributions. If the benefit is taken in this 
form it can be extended to part or all of the pension 
rights arising from the employer's contributions but 
this extended right is sometimes subject to certain 
qualifications, e.g. redundancy, long service. 

46. In a non-contributory scheme as there are no 
members' contributions to be refunded, the only 
benefit available is some form of preservation of the 
pension rights arising from the employer's contribu- 
tions, but this benefit, since it is provided entirely by 
the employer, may depend on qualifications similar 
to those mentioned in the previous paragraph. 


(To be continued.) и 
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Weekly Notes 


Institute Luncheon 


НЕ President, Mr S. John Pears, and members of 

the Council of The Institute of Chartered 
Accountants in England and Wales gave a luncheon 
last Tuesday, at the Hall of the Institute. 

Among the guests were the Lord Mayor of London, 
Sir Edmund Stockdale, Mr Sheriff A. K. Kirk, Mr 
T. E. Chester Barratt (Chief Commoner), Mr 
Rodway Stephens (Chairman, Coal and Corn and 
Finance Committee), Mr Leslie B. Prince (Chairman, 
Rates Finance Committee), Sir Irving Gane (City 
Chamberlain), Mr E. H. Nichols (Town Clerk), Mr 
Desmond Heap (Comptroller and City Solicitor), 
Mr Paul C. Davie (Remembrancer), Brigadier 
R. F. 5. Gooch (Secretary to the Lord Mayor), Mr 
R. S. Walker (City Surveyor), Mr H. A. Mealand 
(City Planning Officer), Colonel B. Lumsden 
(Swordbearer) Brigadier P. Clapham (Common 
Cryer and Serjeant-at-Arms), Brigadier R. Н. 5. 
Popham (City Marshal). 


O.E.E.C. Drive Against Double Taxation 


HE Fiscal Committee of the Organization for 

European Economic Co-operation has published 
its third report on the elimination of double taxation}. 
The first one appeared in 1958 and contained recom- 
mended draft articles (four in number) to be included 
in bilateral double tax conventions. The second 
report appeared in 1959 and contained ten more 
model articles.? The third report contains a further 
five articles. The first deals with the concept that 
the enterprise of one contracting State should be 
taxed only by that State, unless the enterprise carries 
on a ‘permanent establishment’ in the other State. 
"This article also provides for the computation of the 
profit attributable to a permanent establishment, 
i.e. оп the footing that it is an independent enterprise, 
but with deduction of a fair proportion of the 
expenses of the head office attributable to the estab- 
lishment. The article restates the principle that mere 
purchase of goods in one contracting State shall not 
be deemed to give rise to profit in that State. 

The second of the new articles is really directed 
against avoidance. If an enterprise in one State is 
controlled in another State and the transactions 
between controller and controlled are not conducted 
on normal arm's length terms, then the aggregate 





1 Obtainable at H.M.S.O., 55. 
? See The Accountant, September 20th, 1958. 
? See The Accountant, July 25th, 1959. 
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profits are to be apportioned between them on the 
assumption of arm's length transactions. 

The third article is brief; it reads as follows:, 
“Тһе items of income not expressly mentioned in the Ма 
forgoing articles of the convention shall be taxable 
only in the contracting State of which the recipient 
is a resident.’ 

The fourth article is even more brief: ‘This 
convention applies to persons who are residents of 
one or both of the contracting States’. The test of 
residence is obviously better than nationality or 
domicile. 

The last article provides for subsequent extension 
of the scope of any bilateral convention to cover 
additional territories belonging to one of the con- 
tracting States, subject of course to mutual agreement. 

The report, like the previous ones, includes 
extensive commentaries on the new articles. It also 
reviews the progress towards the goal of a multi- 
lateral convention for many or all of the member 
countries of O.E.E.C. 


Retail Trade Problems 


E question of a shorter working week for shop 
assistants and the difficulties involved were 
referred to by Mr Н, Austral Ryley, F.C.A., А.С.1.5., 
in his presidential address on Monday at the autumn 
conference in Brighton of The National Chamber of 
Trade. 

He felt that there were two distinct and separate 
matters to consider. The first being that retail 
shopping might be confined to five days a week with 
a full day closing apart from Sundays, and the second 
that shop assistants should work only a five day week 
with opening hours remaining as at present. The 
latter proposition would entail staggering of working 
hours and although this would mean increased over- 
heads, Mr Ryley personally favoured this alternative 
and urged that it should receive serious consideration. 
‘There are several reasons why I say this’, he said, 
‘the main one being that I am opposed to additional 
restrictive legislation. I would stress’, he added, ‘that 
retail distribution is a service and shopping facilities 
should be available to the shopping public at all 
reasonable times.’ 

Speaking about the burden of taxation, Mr Ryley 
expressed disappointment that no serious attempt had 
been made by the Government to reduce the continual 
rise in national expenditure. The Government had 
introduced measures aimed at controlling internal 
spending but the continual rise in taxation income 


required to finance public spending had now reached ; ~ 


what could only be described as disturbing propor- 
tions. | 

He expressed concern with the position in which 
the small trader having a short term tenancy was 
placed, in cases of compulsory acquisition of his 
premises. The trader was entitled to proper and 
adequate compensation which at the present time 
was far from being so. 
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Indian Cost Accountants’ Visit 


TEAM of cost accountants from India touring 

4 XEurope and America to investigate modern 

к techniques was received by the President of The 

Institute of Cost and Works Accountants, Mr W. S. 

Risk, B.COM., C.A., F.C.W.A., at the Institute's head- 
quarters in London, on September 26th. 

The team is making its tour under the auspices of 
the National Productivity Council of India, with the 
assistance of the Technical Co-operation Mission, 
and comprises ten members from all parts of India, 
three of whom are members of The Institute of Cost 
and Works Accountants. During its visit to the 
Institute, the team, led by Mr M. K. Rustomji, 
B.A.(HONS.), F.C.A., A.C.A.(INDIA), A.C.W.A., F.I.C.W.A. 
(INDIA), A.C.r.s., controller of accounts, Tata Loco- 
motive & Engineering Co Ltd, Jamshedpur, was 
entertained to luncheon and was addressed by the 
following senior members of the Institute: Mr S. J. 
Careless, F.C.A., F.C.W.A., member of Council; Mr 

"Henry J. Furness, F.C.W.A., a Past President and 
member of Council; Dr J. M. S. Risk, B.COM., PH.D., 
СА БОЛА, F.C.LS., member of Council; and Mr 
J. P. Wilson, F.c.w.a., Е.С.1.5., member of Council. 
'The subjects dealt with included budgetary control 
and standard costing, stores accounting, overheads, 
mechanization, and reporting to management. 

At the conclusion of the meeting, Mr Rustomji 
expressed the appreciation of the team and said that 
considerable benefit had been gained from the 
discussions. 
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Local Income Tax 


T is nearly four years ago that we reviewed in a 

leading article a suggestion that rates should be 
replaced by a local income “ахі, The idea has been 
revived by Councillor Harry Lloyd, chairman of the 
finance committee of the City of Manchester. He 
said the committee were considering the possibility 
of imposing a local income tax in Manchester in 
order to increase revenue. If the committee agreed 
on this, application would be made to the Govern- 
ment to introduce legislation to make it possible. 

Mr Lloyd said that for local authorities the question 
of finance was becoming desperate. In Manchester 
the rate was 26s in the £. An income tax was a fair 
method of raising money as it was based on ability 
to pay. Certainly the system of raising money 
purely by rating real property seems to be a very 
rough and ready one which must work unfairly, for 
instance between a man who has to have a large 
house because he has a large family, and a richer 
man who lives in a smaller house because he has no 
family. | 


Business Efficiency Exhibition 


HE forty-eighth National Business Efficiency 
Exhibition was officially opened at Olympia last 
Monday by Dr Charles Hill, Chancellor of the 
Duchy of Lancaster. In his opening address Dr Hill 
observed that ‘efficiency’ and ‘productivity’ were 


* The Accountant, December 1st, 1956. Page 560. 
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words usually associated with the factory; that 
‘technical progress’ was thought of in terms only of 
the laboratory and the application of scientific 
research to manufacturing processes. All this, how- 
ever, were nonsense. The commercial trades, which 
account for one-third of Britain’s total national 
product, was one of the mainstays of the country’s 
prosperity. 

The highest possible degree of productivity was 
of course needed on the factory floor, said Dr Hill, 
but this would not avail unless there were similar 
standards of efficiency within the office. This in turn 
called for an understanding of the labour-saving and 
time-saving potentialities of the wide range of 
modern office equipment, as well as for skill in 
putting it to the best use according to the individual 
needs of each office. 

Dr Hill referred to the business equipment 
industry’s contribution to the country’s export 
earnings, which from ‘relatively small beginnings’, 
was now at the rate of about £30 million a year. 
And this, he said, takes no account of the industry's 
indirect aid to the export effort through the appli- 
cation of its products in the offices and factories of 
other exporting industries in the country. 


Irish Charities Bill 


НЕ Charities Bill, 1957, of the Parliament of the 

Republic of Ireland, the publication of which 
follows hard on the heels of the English Charities 
Act, 1960, is a very interesting document. Although 
some of the most interesting provisions are new, it 
consists largely of re-enactment, particularly of the 
Charitable Donations and Bequests (Ireland) Acts of 
1844, 1867 and 1871, and many of the clauses have 
their parallels in sections of the English Charities 
Act which replace provisions of the English Charit- 
able Trusts Acts. 

'The Commissioners of Charitable Donations and 
Bequests for Ireland are broadly equivalent in 
powers and functions to the Charity Commissioners 
for England and Wales, To take but one example, they 
havé a.similar power to advise trustees as to the 
administration of their charity. But their power to 
make cy-prés schemes is not, as is that of the Charity 
Commissioners, the same as that of the Court, being 
limited by the value of the charitable gift, though in 
giving them jurisdiction up to an amount of £5,000 
the Bill widens their existing jurisdiction. Within this 
limit they may make schemes whenever it is found 
:unlawful or impracticable to apply any charitable gift 
according to the direction or intention of the donor. 
A new power to be given to the Irish Commissioners 
‘is to invest, or authorize the trustees to invest, charity 
moneys outside the Trustee List, though within 
certain defined limits. 

A particularly interesting new provision of the Bill 
is that which provides (subject to certain limitations) 
that where any of the purposes of a gift include, or 
‘could be deemed to include, both charitable and 
non-cháritable objects, its terms shall be so construed 
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and given effect to as to exclude the non-charitable 
objects and the purpose shall, accordingly, be treated 
as charitable. Proposals for the inclusion of a similar 
provision in the Charities Act 1960, were rejected 
by the United Kingdom Government. Also interest- 
ing is the authorization of gifts for graves: a trust for 
the maintenance of a grave is not charitable in 
English law. 

Two general features of the Bill deserve mention. 
The first is its admirable clarity. The second is the 
practice of indicating by marginal notes the derivation 
of those clauses which effect re-enactment of existing 
law, with or without amendment. This is an extremely 
useful practice and one which might well be copied in 
bills of the United Kingdom Parliament. 


Hire-purchase of Defective Cars 
INANCE companies which finance the hire- 
purchase of second-hand motor vehicles commonly 

buy the vehicle without even seeing it. Where a 
dealer disposes of a defective vehicle to the user; 
who is to bear the loss? What is to happen if the 
disgusted user, finding a useless vehicle on his hands, 
refuses to keep up the payments? These topics were 
canvassed before Master Jacob at the Law Courts in 
Yeoman Credit Ltd v. Coleman (The Times, Sep- 
tember 28th). 

The company sued Mr Coleman for £18 arrears 
under am agreement for the hire-purchase of a 
second-hand van, together with £177 damages 
representing the difference between the hire-purchase 
price of the van and its value when Yeoman Credit 
Ltd repossessed it. Reading a reserved judgment, 
the Master said that, according to the hirer, the van 
never functioned properly and broke down com- 
pletely after eight days. The dealer had ru 
either to put the van right or to supply another one. 
Mr Coleman had complained to a branch office of 
the hire-purchase company but that company had 
taken no action, even when he announced that he 
would make no more payments. The finance com- 
pany had taken no step to obtain recompense from 
the dealer for selling a defective van. That was part 
of their- policy, i.e. that disputes of this kind were a 
matter between the hirer and the dealer. In the 
Master's judgment Yeoman Credit Ltd had entirely 
misconceived their rights against the dealer, both 
under the Sale of Goods Act and under their recourse 
agreement. Their failure to communicate in any 
way with the dealer about the van, when they 
believed that it was defective when sold to them, 
amounted to a failure on their part to take reasonable 


steps to mitigate the damage flowing from Mr L- 


Coleman's refusal to continue the hire-purchase 
payments. 

If only hire-purchase companies asserted their 
rights against sellers of defective vehicles there 
would be fewer such vehicles foisted on the public. 
It was idle to say they were financiers and not dealers; 
it was part of the transaction that they bought the 
vehicle and sold it again. They ought to take reason- 
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able steps to see that the hirer was supplied with a 
satisfactory vehicle. The Master accordingly rejected 
the claim for £177 damages. 


a Trade over Ideological Barriers 
PEAKING to the Fourth International Con- 
ference of Manufacturers this week, Sir William 

McFadzean, c.a., President of the Federation of British 

Industries, spoke of the need to break down trade 

barriers. He pointed out that as a result of economic 

regrouping in Western Europe, disruptions and 
distortions of regular and traditional trade channels 
were being created. He was glad to see that there 
were signs in some quarters of a change in climate as 
regards the demolishing of barriers between the 
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European Free Trade Association and European 
Common Market but he did not think that there 


-should be any easy optimism about the difficulties. 


In his view, trade with the Commonwealth is of 
such importance to the United Kingdom that it 
would be suicidal to do anything which would curtail 
the market in these countries. 

Speaking of trade with the Sino-Soviet bloc he 
said that we in this country cannot afford to ignore 
its economic potential and a population of about 
1,000 million people. He thought that provided 
western countries went into this type of trade with 
their eyes open, and acting as much as possible in 
unity, there was everything to be said for exploring 
the possibilities of expansion. 





This is My Life... 


by An Industrious Accountant 
CHAPTER 45 


1 HAD an interesting afternoon this week when the 
managing director called me in to discuss the 
unsatisfactory trading results of our leading factory. 
He brooded over the figures in rather ominous silence 
for a while, tight-lipped and inscrutable, and then 
asked me to invite the factory manager in for a chat. 
The manager is a stocky little Yorkshireman, who 
has spent forty-eight years in the textile trade and 
knows every thread and fibre from alpaca to nylon, 
and has a record of outstanding results over many 
„years. Now he came tramping in like an ancient 
grenadier, whistling I/kley Moor 'baht at, and settled 
down reluctantly to our inquisition. ‘Figures!, he 
sniffed grumpily, much to my indignation. ‘Can prove 
owt by juggling t’ figures.’ | 
His patience was rather patently strained by being 
questioned by such rank amateurs as an engineer and 
an accountant, and he answered us with patronizing 
brevity. Falling sales, was it? Well, there was the wet 
summer, intense competition, the new fibres. . . . Per- 
centage profit margin going down? It’s a buyer’s 
market, and you must meet the customer half-way; 
he had the position well in hand, not to worry... . 
Stocks too high? The greater part was actually booked 
already, just wait and see the different figures next 
month. . . . Old stocks dating back to 1958? Little 


enough, and that moving fast. Ilkley was rather. 


ruffled at this stage; in the immortal phrase of Mr 
. G. Wodehouse, he was in the mood when men say 
'Pshaw'. 

It occurred to me in the momentary silence that 
our chief was not a man to 'pshaw' to with impunity. 
Now he opened up with a calculated courtesy. This 
1958 stock was not so very minute, perbaps; it stood 
at £11,400 on January tst last? And only a mere £800 
worth sold since? Ilkley mentioned that his travellers 


weren't pushing the stuff hard enough, though he had 
offered a 10 per cent price cut; our director flicked 
open the current price-list. Those stocks seemed to be 
marked at full prices? Oh, a verbal advice of the cut? 
But our two leading travellers, Brown and Jones, were 


interviewed this morning, and weren't aware of it? 


Ilkley's jaw dropped perceptibly. And averaging this 
old stock as mid-1958, average planned sale-date as 
January 1959, it was on our hands for an excess 
eighteen months . . . equivalent to say 9 per cent 
interest on capital? Was the price-cut adequate? The 
manager mumbled that he'd try 20 per cent, and 
the director requested a weekly report of future sales 
— a flick of the whip, this remark. 

The questioning went on . . . the travellers not 
reaching their quota . . . the showroom display... 
quantity discounts. . . the follow-up letters... bargain 
prices for raw material. Our M.D. had all the facts at 
his finger-tips; loose generalizations and excuses were 
demolished ruthlessly; the reasons for the year's losses 
were revealed with cold precision. I looked at the 
manager; he had sweat on his forehead. I looked at our 
director; he reminded me suddenly of an old poem: 

*Cruel, but composed and bland 
Dumb, inscrutable and grand, 
So Tiberius might have sat, 
Had Tiberius been a cat.’ 

Except that he wasn’t dumb; far from it. He was 
at this stage suddenly relaxing, warm, helpful, full of a 
bonus-incentive pay project which would revolutionize’ 
production and cut unit costs to the bone. He wanted 
us to study it, to report back; it looked a certainty 
under the glow of his persuasive eloquence. We de- 
parted encouraged and cheerful; we were new men, 

Outside, the factory manager breathed deeply for a 
moment. ‘Ba goom, wert tha ever through t’ mangle, 
lad? Ee, happen t’ gaffer knows how to sugar the pill, 
too.’ He went off as cheerfully as ever, with the air of a 
man who has taken his medicine and sees a trouble- 
free time ahead; with the new wages set-up and with 
Ilkley’s undoubted ability in action again, we should 
be due some much improved figures shortly, у 

(Memo: never try to bluff the managing director.) 
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Finance and 
Commerce 


Unigate 


HIS week's reprint is of the first accounts of 

Unigate Ltd, the company formed in the spring 
of last year by the merging of the United Dairies and 
Cow & Gate companies. Since then, the two original 
companies in the merger have been joined by Aplin & 
Barrett Ltd, Lea Valley Dairies Ltd and Southern 
Counties Dairies Ltd. 

The group, as Mr Ernest E. Taylor, the chairman, 
explains, operates some eighty creameries in Great 
Britain at which large quantities of cream, butter, 
cheese, condensed and powdered milks and a variety 
of other dairy products are manufactured. Large 
quantities of liquid milk are distributed. The group 
is the largest milk distributor in London and, in fact, 
now handles well over one-quarter of the total milk 
produced in the country. 

Transport and dairy engineering also forms a con- 
siderable part of the group's activities and in the 
engineering field the value of orders in hand at March 
31st, last, was more than double the corresponding 


1959 figure. 


Share Premium 


In the accounts, two points merit particular attention. 
The first is the straightforward one of the revaluation 
of the group's freehold and long leasehold properties 
at the balance sheet date with the resultant surplus of 
£13,034,581 on book values and the transfer of that 
amount to capital reserve account. The major part of 
this surplus arises from the revaluation of United 
Dairies’ properties, which had previously been taken 
at cost less depreciation. No provision, it will be 
noted, is now being made for depreciation of freehold 
properties at home. 

The other point concerns the share premium 
account of £1,659,694. Amplifying the explanation 
given in the notes, which form part of the reprint, Mr 
“Taylor states that the share premium account repre- 
sents the excess over par value of the shares in Unigate 
which were issued in satisfaction for the shares 
acquired in Aplin & Barrett and Lea Valley Dairies 
and in part satisfaction for the shares acquired in 
Southern Counties Dairies. 

On advice, the cost of the issued capital of United 
Dairies and Cow & Gate has been treated as having 
been a sum equal to the nominal amount of shares in 
Unigate issued credited as fully paid up in exchange. 
The issued capital of the two companies has therefore 
been brought into the Unigate balance sheet at that 
` figure, that is to say at cost, and in consequence no 
share premium arises. 
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*Sundry' 


'HE accounts of N. Hingley & Sons Ltd, Midlands 

engineers, show an interesting solution to-the 
naming of capital reserves. Those reserves in they 
group accounts total £607,176 made up of share 
premium account £77,500, and a further {529,676 
simply called ‘Sundry’. In the 1959 accounts, sundry 
capital reserves stood at £462,191. То that has been 
added surpluses of £4,111 on the sale of colliery assets. 
and of £101,563 on the sale of trade investments. A 
further £41,811 comes from excess of ‘book value’ 
over cost of shares purchased in a subsidiary company. 
From the resultant total of £609,676 there is a deduc- 
tion of £80,000 for a proposed special distribution of 
5 per cent tax free. 

The final breakdown of the sundry item is £338,055 
of excess of capital value over book value of subsi- 
diaries, £41,209 surplus on sale of colliery assets and 
£150,412 investment reserve, including surplus on 
realization. 

In the directors’ report there is a special item of ~~ 





UNIGATE LIMITED and its Subsidiary 
Companies 


GROUP PROFIT AND LOSS ACCOUNT 
For the year ended 3156 March, 1960 





£ £ 
TRADING PROFIT .. m ж as 8,289,59 | 
Income from Trade and other Investments 50,050 
8,339,641 
Deduct: Depreciation of Fixed Assets . 2,397,016 : 
Interest on Loan Capital .. vs X 10,073 
Other Interest Payable .. às са 58,884 
2,565,973 
PROFIT BEFORE TAXATION .. oe .. 5,773,668 
Deduct: Taxation based on Profits for the year: 
+ 2,261,063 


Income Tax—U.K. and Overseas 





























Profits Tax v 478,004 
2,739,067 
PROFIT AFTER TAXATION FOR YEAR 3,034,601 
Add: Taxation Adjustments oe nis 87,428 
PROFIT AFTER TAXATION .. T Ls 3,222,029 
Deduct: Profit attributable to Outside Shareholders 
in Subsidiary Companies $e x 33,271 
PROFIT ATTRIBUTABLE TO UNIGATE 
LIMITED m zs s ae m m 3,188,758 
Deduct: Profit retained in Subsidiary Companies .. 327,885 
PROFIT OF UNIGATE LIMITED  £2,860,873 
APPROPRIATION ACCOUNT 
£ £ 
PROFIT OF UNIGATE LIMITED és 2,860,873 
Deduct: Dividends, less Income Tax, paid or pro- 
posed for the year ended 31st March, 1960: 
6 per cent. Cumulative Preference Shares 282,901 
4} per cent. Cumulative Preference Shares .. 28,941 
Ordinary Shares: 
Interim of 5 per cent. ia £517,115 
Proposed Final of 9 per cent. 930,807 
1,447,222 
1,759,764 
BALANCE CARRIED TO BALANCE SHEET — 
Unigate Limited .. s e ie ak 1,101,109 
Subsidiary Companies .. wie E 327,885 
Deduct: Transfers to Reserves (Note2) .. 53, 
274,485 
£1,375,594 
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UNIGATE LIMITED and its Subsidiary Companies 


£ £ 
ISSUED SHARE CAPITAL OF UNIGATE 
^ LIMITED 


6 per cent. Cumulative Preference Shares 7,697,981 
43 per cent. Cumulative Preference Shares .. 1,050,000 
Ordinary Shares .. > vs E . 16,885,394 


. 
. 


25,633,375 
CAPITAL RESERVES (Note 1) 
The Share Premium Account .. Es .. 1,659,694 
Other Capital Reserves .. .. ве +. 13,099,328 
. — 14,759,022 
REVENUE RESERVES (Note 2) 


General and Other Reserves — .. 5: «+ 9,410,092 
Profit and Loss Account .. s is s. 1,375,594 


10,785,686 
SHARE CAPITAL AND RESERVES .. 51,178,083 
AMOU NT 1587 ASIDE FOR FUTURE IN- 
COME Т sá s ES va s 1,862,849 
OUTSIDE SHAREHOLDERS’ INTEREST IN 
SUBSIDIARY COMPANIES .. ES . 412,119 
LOAN CAPITAL 
Debentures, Loans and Mortgages ve is 978,593 
~ Unsecured Loan Stock ,, sie S .. 1,005,000 
———- 1,983,593 
PROVISIONS 
Pensions and Superannuation  .. Us .. 3,127,246 
Other Provisions .. .. aie 2s РА 560,232 
———— 3,687,478 
CURRENT LIABILITIES 
Creditors and Accruals ,, .. A se 13,543,744 
Current Taxation .. e» 1,100,321 
Dividends of Unigate Limited, accrued and pro- 
posed (less Income Tax) а ss .. 1,086,728 
15,730,793 
Difference on Exchange arising on conversions 
from Canadian Currency he i» os 10,157 
15,831,950 
£74,956,072 





GROUP BALANCE SHEET as at 3156 MARCH, 1960 


G 


£ Е £ 
OODWILL, including net excess 
of cost of Shares in Subsidiary Com- e 
panies over their net tangible 
assets at dates of acquisition, 
fess provisions 11,042,227 


At Costor Provision for 


FIXED ASSETS Valuation Depreciation 


Freehold Properties (Notes | and 3) 25,099,096 253,159 
Leasehold Properties (Note!) .. 2,651,643 59,428 


Plant, Machinery, Equipment and 
Transport Vehicles ie . 28,633,971 17,452,917 


£56,384,710 £17,765,504 38,619,206 











INVESTMENTS 
Trade Investments at cost ie ei $5 200,882 
Mortgages on Freehold Properties ais I" 60,392 
Quoted Investments, at cost Amarikak value 
93,012) .. . А hie РА 113,625 
374,899 
CURRENT ASSETS 
Stock and Workin Progress  .. iv o0 11,741,554 
Debtors and Prepayments (less provisions) .. 11,053,854 
Tax Reserve comets and Loans at Short 
Notice .. aa 6 6 ve 363,643 
Bank Balances and Cash га zs m me 1,760,689 
24,919,740 
ERNEST E. TAYLOR 
Directors. 
G. IVOR PRICE 
£74,956,072 








= NOTES ON THE ACCOUNTS—3Ist MARCH, 1960 


These Notes form part of the Company's Accounts and are given to conform 
with the requirements of the Companies Act, 1948. 


t. CAPITAL RESERVES 
The Share Premium Account: 


The shares issued by Unigate Limited for the acquisition of the 
issued capital of United Dairies Limited and Cow & Gate Limited 
have been treated as having been issued at their nominal value of 
£23,579,969. 

The Share Premium Account of £1,659,694 represents premiums 
on shares issued in connection with the acquisition of companies 
other than United Dairies Limited and Cow & Gate Limited, less the 
preliminary expenses of Unigate Limited and the expenses relating 
to the purchase of Aplin & Barrett Limited. 


Other Capital Reserves: 


Surplus arising from professional valuations of Free- 
hold and Leasehold properties of United Kingdom Sub- 
sidiaries as at 31st March, 1960  .. aa vs .. f£13,034,581 


Premium on shares issued by a Subsidiary Company 
and profit on sales of Fixed Assets and Investments x 64,747 


£13,099,328 


= 


Ж. REVENUE RESERVES 
General and Other Reserves: 
The book value of the net assets of United Dairies Limited and 
Cow & Gate Limited at the date of acquisition exceeded the pur- 


chase consideration of £23,579,969 (see Note | above), by £9,356,692 
which is included in the Revenue Reserves. 


Reserves at Ist April, 1959, referred to above ..  £9,356,692 

Transfers from Profit agd Loss Account- Subsidiary 
Companies .. ts i . bis 53,400 
> £9,410,092 


3. 


4. 


6. 


7. 


9. 


DEPRECIATION 
No depreciation has been provided on Freehold properties situated 
in the United Kingdom. 


DIRECTORS’ REMUNERATION 
The emoluments of the Directors of віка Limited are as follows: 
Directors’ Fees .. .. £2, 
Other Emoluments .. ai +» — 238,571 
£261,520 


AUDITORS' REMUNERATION 
Parent Company ss ES .. £1,050 
Subsidiary Companies aia v4 42,654 


£43,704 








COMMITMENTS FOR CAPITAL EXPENDITURE 


The Group commitments at 3lst March, 1960, so far as not pro- 
vided for in the Accounts, are estimated at £1,800,000, 


CONTINGENT LIABILITIES 


Some Subsidiary Companies have given outside guarantees which 
in aggregate amount to £40,000. 


RATES OF EXCHANGE 


The fixed assets and undistributed profits of the Canadian Sub- 
sidiary Companies have been converted into sterling at the average 
rates during the year of acquisition. All other assets and liabilities 
of overseas Subsidiaries have been converted at rates of exchange at 
3Ist March, 1960. 


DATES OF ACCOUNTS 


The Accounts of the Subsidiary Companies forming the Aplin & 
Barrett Division have been made up for varying periods ended 3156 ^ 
March, 1960. The profits or losses of those companies have been 
apportioned on a time basis subject to such adjustments as were 
considered necessary. 


458 


£66,022 of special dividends from subsidiaries. This, it 
1s explained, arose because Brown, Lenox & Co Ltd, a 
subsidiary, declared dividends to enable its sub-sub- 
sidiary companies to betome direct subsidiary com- 
panies of the parent company. The dividends were 
satisfied by the handing over of shares in the sub- 
subsidiaries. This operation completed the board's 
.policy of bringing all companies in the group into 
line as direct subsidiaries of the parent company. 
The Hingley report, incidentally, lists thirty-one sub- 
sidiaries with a description of each of the companies' 
activities. 


Difficult Ground 
'HE directors of Anglo-American Asphalt Co were 
on difficult ground last December when — at the 
request of shareholders for a statement on future 
prospects ~ they predicted a loss in the region of 
£35,000 for 1959 and an estimated profit of not less 
than £23,500 before tax for 1960. 
The 1959 accounts, now issued, show a group loss 
of £67,132. Sir Cyril Entwistle, Q.c., the chairman, 
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says that the margin of error in the forecast shows 
‘the dangers inherent in forecasting the financial 
results of long-term civil engineering contracts’. i 

company is in the process of closing down its cons 
tracting departments and Josses have been incurred 
on contracts into which Sir Cyril says ‘I am sure we 
all agree that we should never have ventured’. It was 
found that £38,000 more than anticipated had to be 
provided for contract losses. On the other hand, other 
trading activities proved to be £6,000 more profitable 
than was forecast. So far as the £23,500 of 1960 
profit is concerned, interim accounts for the six 
months to June 3oth, show that the group traded at a 
net profit, before tax, of just over £17,000 after 
writing off further terminal losses on the contracting 
department of £6,500. But for that item, the six 
months’ profit would have been £23,500. Sir Cyril 
warns shareholders against the assumption that the 
full year will hring double the half-year profit. Business 
is seasonal. But all being well the forecast of profits of 
not less than £23,500 in 1960 is within sight of fulfil.—— 
ment. 





CITY NOTES 


OLITICAL and economic uncertainties continue 

to dominate the stock-markets, and although 
share prices tend to stage minor rallies from time to 
time, there is little depth to demand and the short- 
term prospect is not particularly bright. Most 
London brokers are now advocating a policy of 
investment liquidity with new operations centred on 
the new issue market. 


Recent speculative support for new share offers 
was heavy, and with new and substantial rights offers 
on the way – principally from the Bowater, British 
Oxygen and George Cohen боо’ companies – the 
new issue market bids to attract principal investment 
attention. 


Meanwhile, the effect of credit restriction on the 
consumer end of industry remains severe. The £1 
million reduction in hire-purchase debt in August 
was the first fall in the monthly figure for two and a 
half years. The motor industry, although still confi- 
dent enough in the long term to launch new expansion 
programmes, is now having to cut back current 
production. There is little sign of any revival of 
demand in the electrical appliance market. 


Pressure is increasing for an early easing of credit 
conditions. In the hire-purchase finance world, the 
view is taken that a lengthening of the repayment 
term from two to three years would ease present 
conditions without leading to a resumption of the 
unhealthy 'free for all' conditions which ruled last 
. year and which are now leading to the disclosure of 
heavy losses by some of the smaller and new financing 
organizations. 


RATES AND PRICES 
Closing prices, Wednesday, October 5th, 1960 
Tax Reserve Certificates: interest rate (29.6.60) 31 96 


Bank Rate s 
Sept. 19, 1957 7% Aug. 14, 1958 4176 
Mar. 20, 1958 6% Nov. 20, 1958 4% 
May 22, 1958 54% Jan. 21, 1960 5% 
June 19, 1958 5% June 23, 1960 6% 
Treasury Bills 
July29 £5 10s 10'964% Sept.2 £5 11s 9'334% 
Aug.5 £5 115 7-174% Sept.9 45 108 2'264% 
Aug. 12 £5 115 5'854% Sept. 16 £5 10s 2:144% 
Aug. 19 £5 11s 878d%  Sept.23 £5 9510'254% 
Aug. 26 £5 115 g:osd% Sept.30 £5 115 3'654% 
Money Rates 

Day to day 48-52% Bank Bills 
7 days 5-53% 2 months 52-58% 
Fine Trade Bills 3 months 5-5 BY 

3 months 64-7% 4 months 5$1—5 $296 

4 months 63—79 6 months 555-538 96 

6 months 62-74% 

Foreign Exchanges 
New York 2:81-4y Frankfurt 11'724—% 
Montreal 27751-8 Milan 17434-4% 
Amsterdam 10:591—60 Oslo 20°02-4 
Brussels 140°10g—"11¢ Paris 13°778-4 
Copenhagen 19:33 Zürich 12:111-$ = 
Gilt-edged 

Consols 2396 45 Funding 4% 60-90 87 ха 
Consols 496 674 Savings 2396 64-67 81 Нха 
War Loan 33% біў Savings 3% 55-65 881 
Conversion 34% 59i Savings 3% 60770 78% 
Conversion 32% 1969 83% Savings 3% 65—75 9115 
Exchequer 54% 1966 об Treasury 2194 43% 
Funding 3% 66-68 81} Treasury 3395 77-80 72% 
Funding 3% 59-69 80% ‘Treasury 34% 79-81 718 
Funding 33% 99-04 644 Victory 4% 93% 
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FARMER & SONS 


VALUATIONS 


ind 


AUCTION SALES 
of | 
PLANT, MACHINERY AND 
INDUSTRIAL PROPERTIES 


Mortgages arranged 





Factory Investments 


46 GRESHAM STREET, LONDON, EC2 


Tel: MONarch 3422 (8 lines) 
Telegraphic Address: 'SITES LONDON" 


For claims arising under with-profits policies 
on or after 1st January 1960 


INTERMEDIATE BONUS OF 


о РЕК АММОМ 
5 о COMPOUND 
AND for all with-profits policies in force at 
31st December 1959 under which not less than 


five years’ premiums had then been paid on the 
participating scale 


A SPECIAL ADDITIONAL 
INTERMEDIATE BONUS OF 


о on the sum assured and 
о existing vested bonuses 


(policies of shorter duration in proportion) 


For раен of how you may become а member 
of this vigorous profit-sharing Society write to 


kr. SCOTTISH WIDOWS? FUND. 


Temporary Head Office Address during rebuilding 
22 NORTH BRIDGE, EDINBURGH 1 
LONDON OFFICES: 88 CORNHILL ЕСЗ + 17 WATERLOO PLACE SW1 
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Falcon Trust offers modern, trouble-free, 
investment for investment advisers and 
private investors. Each shareholder partici- 
pates in the activities of over 140 British and 
Commonwealth companies, through a single 
share certificate. A wide spread of investment 
increases the safety factor. 

Shares are easy to buy—and to sell, 

Prices are quoted daily. 

Net income is distributed twice yearly, 
Assets of the Trust exceed £6,500,000. 
Formed in January 1960, Falcon Trust has 
over 63,600 shareholders. 


FALCON TRUST 


Certified by the Board of Trade to be an authorised Unit Trust 


Price per Share on October 4th, 1960, 4s 11d Estimated gross annual 
yield £4 122 10d (calculated in accordance with Board of Trade 
requirements.) 


Managers: UNICORN SECURITIES LIMITED 
Members of the Association of Unit Trust Managers 
Trustees: WESTMINSTER BANK LIMITED 
Full particulars from: 
DILLON WALKER & CO. LTD., DEPT. FE. 9 
(Share Distributors for Falcon Trust) 
WATLING HOUSE, 12-16 WATLING STREET, LONDON EGA 
or from any branch of the Westminster Bank 
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OUR SERA SERN! scm ^ 


on BULMER’S stand at the B.E.E. where 
the business machines & of tomorrow can 


beseen and talked about NOTETHE NUMBERS s: 


109 
Note the names FRIDEN SES, \ ADDO ZF) ORLIDG EY) Calculators, 
duplicators, adding machines, accounting machines, data 
processing equipment, business and filing systems ad 


а! here 4 LOT THAT'S NEW ALOT THATS NOVEL, A 


LOT THAT NOBODY HAS SEEN YET cs INCLUDING SIX NEW DATA PRO- ~~ 
GESSING APPLICATIONS, IF YOU CAN'T MAKE THE TRIP кненне 


sus ror rl verms: MONARCH [094 ан 









| || m 


INESS MACHINES .D,P. DIVISION - 47-51 WORSHIP STREET - LONDON - Е.С.2 - MONARCH 9791, 


bs [er [nes e | BULMERS (CALCULATORS) LIMITED - EMPIRE HOUSE · ST. MARTINS-LE-GRAND » LONDON · E.C.1, 
Bus FRIDEN Ір 

DIV 
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‘Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


‘Traders’ Credit Forms 


Sir,—I see in your correspondence columns this 
week (September 24th issue) a letter from Mr J. E. 
Sargent on the subject of traders’ credit forms. I 
enclose a copy of our form of credit transfer [repro- 
duced below], which we have been using for the last 
five years, and which bears a remarkable similarity 
to Mr Sargent’s draft. 

The cross-hatched area is used to show discount 
where necessary. The areas allotted to ‘Bank and 
Branch’ and ‘Account’ are set out so that this inform- 
ation can be printed from an address plate. The form 
is being currently revised to meet the requirements of 
the new system for clearing traders’ credits, but it will 
remain substantially the same. 

During the five years in which we have used this 
form of credit transfer, it has operated quite satis- 
factorily, and we have received no complaints, either 
from suppliers or banks. 

Yours faithfully, 


R. WAKERLEY, 
THE PLrssey Co тр. 
` Towcester, Northants. 
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Management Study 


Sir, - Your leading article of September 3rd, which 
reviewed Mr W. B. D. Brown’s book Exploration in 
Management, referred to the opportunity which exists 
with the Glacier Metal Co for some fundamental re- 
search into the place of the accountant in industry. In 
his letter published in your issue of September 24th, 
Mr Brown has shown his willingness to assist in this 
research task. It would now appear to be up to the 
profession to take up the invitation. 

I believe there are many members of the Institute 
who are concerned at our failure as a professional body 
to contribute effectively to research on the service 
which the accountant should give to management. In 
the context of the Glacier experiment there seems to 
be an opportunity for the profession to demonstrate 
its determination to develop its own thought in 
parallel to the effort which is being made from the 
management side of the fence. The grant from the 
P. D. Leake Trust which recently made possible a 
worthwhile study of budgeting in the public sector, 
provides a precedent for financing research of this 
kind, and the co-operation of the Tavistock Institute 
in the Glacier experiment suggests a possible way of 
putting the work in hand. 

With these precedents before us, it should be 
feasible to make available to Mr Brown the most 
forward-looking minds in the profession to help to 
explore the last remaining area of comparative jungle 
in his company. At the least, I suspect that the inquiry 
would show that what is jungle to Mr Brown is land- 
scape gardening to the rest of us, but I should con- 
fidently hope for more positive results. 


Yours faithfully, 
CHRISTOPHER BOSTOCK. 


London, EC2. 











Slip Bank and Branch 





NATIONAL PROVINCIAL BANK LIMITED 
| 'TOWCESTER Branch. 


Net Amount 


Account One amount only 





By order of THE PLESSEY CO. LTD., Chemical & Metallurgical Division 
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THE INSTITUTE OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 
TAXATION AND RESEARCH COMMITTEE 


The i:oth meeting of the Taxation and Research 
Committee was held at the Institute on Thursday, 
September 22nd, 1960, at 2 p.m. There were present: 

Mr A. H. Proud (in the chair); Messrs J. T. Barraclough, 
R. P. Brown, K. A. Buxton, J. Cartner, R. A. Chermside, 
L. H. Clark, W. F. Edwards, A. R. English, E. S. Foden, 
С. К. P. Goodwin, N. B. Hart, о.в.к., T.D., С. N. Hunter, 
R. O. A. Keel, H. Kirton, S. Kitchen, E. N. Macdonald, 
D.F.C., C. Е. Millard, С. P. Morgan-Jones, L. Pells, J. D. 
Reekie, D. W. Robertson, H. C. Shaw, and Messrs E. R. 
Nicholson, J. Perfect and К. T. Walters, т.р., with the 
Secretary and Assistant Secretary. 


Standing Sub-Committees 


Reports were received from the following Standing 
Sub-Committees: 

General Advisory Sub-Committee. 

Management Accounting Sub-Committee. 

Taxation Sub-Committee. 

Planning Sub-Committee. 


Ad Hoc Sub-Committees 


Progress reports were received from three special 
sub-committees. 
Membership 


The following appointments to membership of the 
Committee for the year commencing October 1st, 1960, 
were reported: 


Nominated by the Council 

Messrs С. R. Appleyard, F.c.a., L. H, Clark, ғ.с.А., S. M. 
Duncan, F.C.4., W. Е. Edwards, r.c.A., R. O. A. Keel, F.C.A., 
J. W. Margetts, F.C.A., G. P. Morgan-Jones, м М.А., F.C.A., 
L. Pells, M.A., F.C.A. j. Perfect, Е.С. E D. W. Robertson, 
F.C.A., C. Romer-Lee, M.A., F.C.A., J. С. Vaughan, F.C.A. 


Nominated by District Societies’ Committees: 

Birmingham: Messrs S. Kitchen, ¥.c.a., and D. E. T. 
Tanfield, F.c.a. 

Bristol: Messrs R. A. Chermside, F.C.A,, and Е. J. Weeks, 
F.C.A. 

East Anglia: Messrs Н. Robinson, F.c.a., and B. D. Shaw, 
F.C.A, 

Hull: Messrs H, С. Sergeant, F.C.A., and Н. C. Shaw, Р.С.А. 

Leeds: Messrs J. T. Barraclough, в. A, ACA, and D. Т. 
Veale, M.A., F.C.A. 

Leicester: Messrs J. D. Reekie, M.A., Р.С.А., and J. W. 
Walkden, F.c.a. 

Liverpool: Messrs C. J. Peyton, r.c.4., and C. C. Taylor, 
F.C.A. 

London: Messrs F. W. Allaway, F.c.a., С. Е. Ansell, F.C.A., 
C. J. M. Bennett, r.c.4., C. V. Best, F.C.A., N. Cassleton 
Elliott, M.A., F.C.A., and J. A. B. Keeling, D.F.C., M.A., 
A.C.A. 

Manchester: Messrs W. К. Carter, M.A., F.C.A., and C. Е. 
Millard, n.A.(coM.), F.c.A. 

Northern: " Messrs Н. Kirton, F.c.A., and S. A. Middleton, 
F.C.A. 

Nottingham: Messrs К. A. Buxton, F.C.A,, and J. S. Е. 
Hill, СА, 

Sheffield: Messrs А. С. Thomas, r.c.4., and T. S. Welch, r.C.A. 
South Eastern: Messrs C. R. P. Goodwin, F.C.A., and R. D. 

* — Pearce, F.C.A. 

South Wales: Messrs R. P. Brown, F.C.A., and E. S. Foden, 
F.C.A. 


М 


The following members were co-opted for the year 
commencing October rst, 1960: 

Messrs R. D. К. Bateman, M.B.E., F.C.A., A. Blackburn, 
Е.С.А., J. Cartner, F.c.a., N. B. Hart, O.B.E, T.D., M.A., 
LL.B., F.C.A., С. N. Hunter, F.C.4., А. Н. Proud, Р.С.А., 
Н. Eden Smith, F.c.a., and С. Н. Yarnell, r.c.A. 


Standing Sub-Committees 


'The following members were appointed to Standing 
Sub-Committees for the year commencing October 
Ist, 1960: 

General Advisory Sub-Commitiee: The Chairman and 
Vice-Chairman of the Taxation and Research Committee 
(ex-officio), Messrs С. Е. Ansell, С. R. Appleyard, К. D. К. 
Bateman, С. V. Best, A. Blackburn, R. P. Brown, K. А. 
Buxton, S. M. Duncan, J. S. F. Hill, G. N. Hunter, J. A. B. 


Keeling, J. W. Margetts, С. Е. Millard, J. Perfect, D. МУ 


Robertson, C. Romer-Lee, A. G. Thomas, J. G. Vaughan, 
D. T. Veale and G. H. Yarnell. 

Management Accounting Sub-Committee: 'Yhe Chairman 
and Vice-Chairman of the Taxation and Research Com- 
mittee (ex-officio), Messrs Е. W, Allaway, J. Т. Barraclough, 
J. Cartner, №. Е. Edwards, N, Cassleton Elliott, C. R 
Goodwin, R. O. A. Keel, H. Kirton, C. J. Peyton, A. H. 
Proud, J. D. Reekie, H. G. Sergeant, B. D. Shaw, H. C. 
Shaw, H. Eden Smith, D. E. T. Tanfield, C. C. 'Taylor, 
F. J. Weeks and Т. S. Welch. Recommended for co-option: 
Messrs F. C. de Paula and J. D. Green. 

Taxation Sub-Committee: The Chairman and Vice- 
Chairman of the Taxation and Resarch Committee (ex- 
officio), Messrs C. J. M. Bennett, 2v R. Carter, J. Cartner, 

A. Chermside, L. H. Clark, E. S. Foden, N. B. Hart, 
5: Kitchen, S. A. Middleton, oe P. Morgan-Jones, R. D. 
Pearce, L. Pells, A. H. Proud, н. Robinson, Н. С. Shaw and 
J. W. Walkden. Recommended for co-option: Messrs A. R. 


English, С. С. С. Goult, E. N. Macdonald, J. Е, Taylor; ү 


С. H. Vieler and E, К. Wright. 


Chairman and Vice-Chairman 
Mr С. N. Hunter, F.c.a., and Mr J. Cartner, F.C.A., 
were unanimously appointed Chairman and Vice- 
Chairman respectively of the 'l'axation and Research 
Committee for the year commencing October 1st, 1960. 


Mr E. N. Macdonald, D.F.C., F.C.A. 


The Committee recorded its great appreciation. of the 
work of Mr E. N. Macdonald as a member of the 
Committee since 1947, as its Chairman for the year 
1958-59, as Chairman of the Taxation Sub-Committee 
from 1956 to 1958, and as a member of many ad hoc 
and drafting sub-committees. 


Future Meetings 


The next meeting of the Committee was fixed for 
Thursday, October 27th, 1960. Dates for further 
ваља of the Committee were provisionally arranged 
ог: 
Thursday, December 8th, 1960. 

35 February 16th, 1961. 

» April 27th, 1961. 

» June 15th, 1967. 

» September 21st, 1961. 

A October 26th, 1961. 

a December 14th, 1961. e 
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| Notes and Notices 
к PROFESSIONAL NOTICES | Messrs Acar, Bares, Neat & Co, Chartered 


Mzssms Casu, Stone & Co, Chartered Accountants, 
of 48 Copthall Avenue, London, ECz, announce that 
as from October 1st, 1960, Sir WILLIAM CASH, M.A., 
F.C.A., who has been a member of the firm for more 
than forty years, retired fróm the partnership. Sir 
WiLLiAM will continue his association with the firm in 
a consultative capacity and will be available for 
interviews by appointment. As from the same date 
they have taken into partnership Mr GEORGE EDWARD 
HEDGMAN, F.C.A., a senior member of the staff. The 
style of the firm will continue unchanged. 

Messrs GiLcennisT, 'Таѕн, WILSON & Sansom, Chart- 
ered Accountants, announce that Mr THORNTON 
РЕКСТУАТ. MITCALFE, A.C.A., who has been associated 
with the firm for several years, has been admitted a 
partner as from October rst, 1960, and their address is 
now Cleveland Buildings, Queen's Square, Middles- 

rough. The telephone number is unchanged. 

Messrs ALFRED Nixon, Son & TURNER, Chartered 
Accountants, of Manchester, announce the retirement 
from the partnership as from September 30th, 1960, of 
Mn Автнов JAMES WHITELEY, F.C.A., who has been 
with the firm for forty years. The continuing partners 
announce that as from October 15, 1960, MR WALTER 
GEOFFREY SPORLE, F.C.A., and Mr WILFRED LYNN 
WYATT, B.A.(ECON.), A.C.A., both of whom have been 
with the firm many years, have been admitted as 
partners. The name of the firm will remain unchanged. 

Messrs BANNER, SPENCER, WALKER & Moors, 
Chartered Accountants, of Harley Buildings, 11 Old 
Hall Street, Liverpool, 3, announce that Mr W. 
Henry SPENCER, F.C.A., after over sixty years with the 
firm, has retired from the partnership. The firm name 

.remains unchanged. 

Mr D. LEIGA, A.C.A., and Mr A. STRUDWICK, A.C.A., 
announce that they have amalgamated their practices 
with effect from October rst, 1960. The style of the 
firm will be Lers, SraUDwICk & Co, Chartered 
Accountants, practising at 92 New Cavendish Street, 
Portland Place, London, Wr. 

MR WILFRED FORSHAW, F.C.A., practising under the 
style of Burman, FonsuAw & Co, Chartered Account- 
ants, of Westminster Buildings, 37 Brown Street, 
Manchester, 2, announces that as from October rst he 
has taken into partnership Mr NORMAN FRASER, F.C.A., 
a member of his staff who first became associated with 
the firm in 1948. The name of the new firm will be 
ForsHaw, Fraser & Со, The address will remain 
unchanged. 

Messrs Воотн, ANDERSON & Co, Chartered Account- 
ants, of 2 Norfolk Street, London, WC2, announce 
that Mr R. С. B. DRUMMOND, A.C.A., ceased to be a 

чны in the firm with effect from October rst, 1960. 





56 VICTORIA STREET, LONDON, SWI 


JOHN FOORD & COMPANY 
REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Accountants, of 106 Edmund Street, Birmingham, 
announce that, in conjunction with Messrs C. HERBERT 
Smita & RUSSELL, of Devonshire House, 40/42 Great 
Charles Street, Birmingham, they have formed an 
associated firm to deal with certain joint interests. 
The new firm will practise under the style of Acar, 
Bates, SMITH & Russert from both addresses. 
Messrs Acar, Bates, Neat & Co will continue their 
main practice from 106 Edmund Street, Birmingham. 

Messrs C. HERBERT SMITH & RUSSELL, Chartered 
Accountants, of Devonshire House, 40/42 Great 
Charles Street, Birmingham, announce that, in 
conjunction with Messrs Acar, Bates, NraL & Co, 
Chartered Accountants, of 106 Edmund Street, 
Birmingham, they have formed an associated firm to 
deal with certain joint interests. The new firm will 
practise under the style of Acar, Barres, SMITH & 
RussELL from both addresses. Messrs C. HERBERT 
Smita & RussELL will continue their main practice 
from Devonshire House, 40/42 Great Charles Street, 
Birmingham. 

Messrs CHALMERS, WADE & Co, Chartered Account- 
ants, announce that as from October rst, 1960, they 
have entered into partnership in Manchester with 
Mr ROBERT MICHAEL Dow er, F.C.A., who has been 
in practice at Danlee Buildings, 53 Spring Gardens, 
Manchester, 2, under the style of FRANK DowrzR & 
Co. The Manchester practice will be continued at the 
same address under the style of CHALMERS, WADE & Со. 

Messrs Howard SwrrH, Тномрзом & Co, Char- 
tered Accountants, of Birmingham and London, 
announce that Mr B. С. ROSE, F.c.a., retires as а 
partner on December 31st, 1960, in order to devote 
himself full-time to his duties as a director of Neville 
Developments Ltd and Neville Industrial Securities 
Ltd. Mr Н. B. HuNTINGTON-WHITELEY, A.C.A., who 
served his articles with the firm and has for some years 
been with one of the large professional firms in London, 
has been admitted as a partner as from October 1st, 1960. 

Messrs Cuas. W. Rooxz, Lane & Co announce that, 
with effect from October 1st, 1960, they are amalgamat- 
ing their practice with those of ROOKE, LANE, STUBBS 
& Co, of 2 Norfolk Street, Strand, London, WC2, and 
Cocke & Co, of Bank Chambers, 232/8 Bishopsgate, 
London, EC2. They also announce that as from the 
same date they are taking into partnership Mr Т. E. 
SWEETMAN, A.C.A., who has been a member of their 
staff for a number of years. The practice will be con- 
tinued under the name of Кооке, Гаме & Co at 2 
Norfolk Street, Strand, London, WC2, and at 681 
Salisbury House, London Wall, London, ЕС2, by the 
following partners: D. Н. Rooke, M.A., F.c.a., К. P. 
MATTHEWS, J.P., B.COM., F.C.A., H. W. BRAMLEY, F.C.A., 
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W. Е. C. Marwoop, Е.С.А., N. Н. STUBBS, F.C.A., 
J. W. С. COCKE, T.D., M.A., F.C.A., С. W. C. WHITE, 
F.C.A., T. E. SWEETMAN, A.C.A. 


Appointments 
Mr E. В. Collar, r.c.4., and Mr L. Don, A.C.A., have 
been appointed vice-chairman and secretary, res- 
pectively, of Tesco Stores (Holdings) Ltd. 

Mr P. L. Oliver, F.c.A. has been appointed a 
director of H. J. Baldwin & Co Ltd. 

Mr D. F. Hewitt, F.C.A., assistant secretary of the 
Wesleyan and General Assurance Society of Birming- 
ham has been appointed secretary of the Society as 
from October rst. 

Mr G. B. Simpson, F.C.4, has been appointed 
secretary of the Linoleum Manufacturing Co Ltd. 

Mr M. D. Frayne, Е.С.А., has been appointed secre- 
tary of William Timpson Ltd. 

Mr C. W. Shelford, F.c.a., has been appointed a 
director of Mills & Rockleys Ltd. 

Mr Н. Н. E. Beck, A.C.A., group chief accountant 
of Alenco Ltd, has been appointed a director of 
British Ermeto Corporation Ltd, the main operating 
subsidiary company. 

Mr R. G. B. Drummond, A.c.A., has been appointed 
chief accountant of the City of London Real Property 
Co Ltd. 

Mr 8. McLennan, c.A., has been appointed to the 
board of A.M.F. Ltd, the United Kingdom member 
of the A.M.F. International Group of Companies. 

Mr A. О. Thomson, C.A., assistant general manager 
of the Halifax Building Society, has been appointed a 
general manager. 

Mr Ian T. Morrow, С.А., F.C.W.A., has been ap- 
pointed deputy chairman of Rowe Brothers & Co Ltd. 


OBITUARY 
John Marshall Rae, A.C.A. 


It is with regret that we record the death on his 
thirtieth birthday, as a result of a climbing accident in 
Austria on September 2nd, of Mr John Marshall Rae, 
A.C.A., а partner in the firms of Wall & Tanfield, 
Chartered Accountants, and Fox & Co, Chartered 
Accountants, of Birmingham and Dudley. 

Mr Rae was awarded the Frederick Whinney Prize 
and the Plender Prize for the best paper in Advanced 
Accounting (Part I) in the May 1952 Final examination 
and was admitted an Associate of The Institute of Char- 
tered Accountants in England and Wales in the same year. 

In 1951-52 he was honorary secretary of The 
Birmingham Chartered Accountant Students’ Society 
and he had recently been appointed joint honorary 
auditor of the Birmingham and District Society of 
Chartered Accountants and had been invited to sit on 
the local taxation and financial relations committee. 

Mr Rae had many interests. He was a member of 
the Old Silhillians Rugby Club, who have given a 
cup in his memory to be known as "The John Rae 
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Memorial Trophy’ to be competed for at the annual 
Warwickshire Old Boys’ Seven-a-side competition. He 
was also a member of the Solihull Round Table A 
of the Shirley Cricket Club. 

A memorial service was held at Solihull Parish! 
Church on September 24th. 


Frederick Leonard Kilby, F.C.A. 


It is with regret that we record the death of Mr 
Frederick Leonard Kilby, F.c.a., senior partner and 
founder of the firm of Kilby, Sutcliffe & Co, Chartered 
Accountants, of Halifax. 

Mr Kilby qualified as an incorporated accountant 
in January 1925 and commenced to practise in Halifax 
in the same year, later opening an office in Brighouse. 
He was elected a Fellow of the Society of Incorporated 
Accountants in October 1930 and in 1958, following 
integration, he became a Fellow of The Institute of 
Chartered Accountants in England and Wales. 

For some years Mr Kilby was a member of Brig- 
house ‘Town Council and he was also a member and 
Past President of Brighouse Rotary Club. Amongst 
other appointments he had held was that of chairm 
of the Yorkshire Region Society for Mentally Haridi- 
capped Children. He was also a local director of the 
North British & Mercantile Insurance Co. 


BRISTOL AND WEST OF ENGLAND 
SOCIETY OF CHARTERED ACCOUNTANTS 


Mr W. V. Eggleton, F.C.A., senior partner in the firm 
of Eggleton, Cowcher, Whitaker & Co, Chartered 
Accountants, of Gloucester, has been elected President 
of the Bristol and West of 
England Society of Chartered 
Accountants for 1960-61. 

Mr Eggleton, who is aged 
53, was educated at Crypt 
School, Gloucester, and 
served his articles with 
Messrs Cozens, Bate & Co, o£- 
Bristol. He was admitted an 
Associate of The Institute of 

6 ни ји in 

England and Wales in 1929, 

Mr W. V. Eggleton: i. which year he joined his 

father’s firm in practice. He was elected to Fellowship 
of the Institute in 1934. 

Mr Eggleton has been a member of the committee of 
the Bristol and West of England Society since 1951, 
and in 1958 and 1959 he was Vice-President of 
Gloucester Chamber of Commerce. He is a Fellow of 
the Royal Society of Arts and his hobbies are fishing, 
shooting and field sports. 

Other officers of the Society have been elected as 
follows: 

Vice-President and Hon. Treasurer: Mr W. E. Dewdney, 

F.C.A. 
Hon. Secretary: Mr С. C. Ehlers, M.A., F.C.A., 28 Baldwin 


Street, Bristol. p 
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BIRMINGHAM DISTRICT SOCIETY 
CHARTERED ACCOUNTANTS 


A residential week-end course was held by the Bir- 

y’mingham and District Society of Chartered Account- 
ants at North Staffordshire University College, Keele, 
from September 23rd—25th. 

Mr E. Buxton, F.c.4., chairman of the Stoke Branch 
of the Society, presided at the opening session, which 
was addressed by Mr A. P. Walker, ғ.5.А.А., treasurer 
of the University, on the origins and development of 
Keele. At subsequent sessions, papers were presented 
on “The profitability of a professional practice’, by 
Mr A. B. Snow, F.c.a., and "The accountant’s contri- 
bution to prosperity in industry’, by Mr C. J. Peyton, 
Е.С.А. Mr E. J. Newman, M.A., F.C.A., President of the 
Society, presided at the Guest Dinner, at which Mr 
Stanley Dixon, M.A., F.c.A., proposed the toast of ‘The 
University’ and Professor Jones, Professor of Eco- 
nomics, responded. 

Mr C. C. Bullock, T.D., J.P., Е.С.А., acted as course 
chairman and Ме N. E. Dunning, Е.С.А., as secretary. 
Messrs С. Withnall, r.c.4., E. C. Sayers, F.c.4., C. W. 
Blagg, ғ.с.л., В. R. Gowar, Е.С.А., and C. C. Malkin, 
F.C.A., acted as group leaders. 


GENTRAL LONDON DISCUSSION GROUP 


The Central London Discussion Group of the London 
and District Society of Chartered Accountants opens 
its 1960-61 session on October 13th at 6 p.m. for 
6.30 p.m., at The Lamb and Flag, 33 Rose Street (off 
Garrick Street), London, WC2, when there will be a 
discussion on ‘Counting house rationalization and the 
auditor’. Members and other chartered accountants 
are cordially invited to attend. The hon. secretary of 
the group is Mr Stanley Dent, 71 Great Russell Street, 
London, МС. Telephone CHAncery 2217. 


CITY DISCUSSION GROUP 


The next meeting of the City Discussion Group of 

"Chartered Accountants will be held on Wednesday 
next at The Tiger Tavern, 1 Tower Hill, London, 
EC3, at 6 p.m. for 6.30 p.m. The subject for discussion 
will be: ‘Practitioners and the Revenue’. Any new 
members will be very welcome. 


MANCHESTER CHARTERED 
ACCOUNTANTS’ STUDENTS’ SOCIETY 


The Manchester Chartered Accountants’ Students’ 
Society defeated the Liverpool Chartered Accountant 
Students’ Association in a cricket match played at 
Cheetham Hill, Manchester, on September 15th. The 
scores were as follows: 
Manchester: 99 for 9 (one player absent). Marsden 33; 
Everatt 20; Mowbray 3 for 14; Muir 4 for 21. 
Liverpool: 47 all out. Caldwell 17; Richardson 4 for 11; 
Holland 5 for 20. 
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CERTIFIED ACCOUNTANTS’ JUBILEE 
GOLF TROPHY 


The final round of The Association of Certified and 
Corporate Accountants’ Jubilee Golf Trophy was 
played on the Oakdale Golf Course, Harrogate, on 
September 19%. The winner was Mr Н. P. Smart, 
M.A., A.A.C.C.A., of Birmingham, with a net score of 69, 
followed by Mr Н. Groves, A.A.C.C.A., of Bedford, 
whose net score was 71. 

At a dinner in The Hotel Majestic the same evening, 
Mr J. E. Harris, B.COM., F.A.C.C.A., President of the 
Association, presented the Jubilee Trophy to Mr Smart 
together with a miniature replica for permanent 
retention. 


, 


CERTIFIED ACCOUNTANTS’ 
LUNCHEON MEETING 


The first of the 1960-61 luncheon meetings of The 
Association of Certified and Corporate Accountants 
will be held at the Connaught Rooms, Great Queen 
Street, London, WC2, on Tuesday, October 25th, at 
12.30 for 1 p.m., when the guest speaker will be 
Mr Dominic Le Foe, film critic of John O'London's 
Weekly, T V critic of The Lady. He has called his talk, 
*One man's meat — the art of criticism'. Further details 
can be obtained from the Secretary of the Association, 
22 Bedford Square, London, WC1. 


MANAGEMENT CONTROL 
THROUGH STANDARD COSTS 


A two-day course on ‘Management control through 
standard costs’ will be held at The Piccadilly Hotel, 
London, W1, on November 181 and 2nd. The course 
will take the form of demonstrations, worked examples, 
and open and group discussion, and addresses will be 
given by Mr Harold W. Inglis, F.c.a., F.c.w.a., and 
Dr James M. S. Risk, B.COM., PH.D., Е.С.1.5., F.B.I.M. 
Further details of the course are available from 
Management Courses, 18 Hanover Street, London, W1. 


CREDIT INSURANCE FOR SHIPBUILDERS 


The President of the Board of Trade has announced 
details of new facilities offered by the Export 
Credits Guarantee Department to United Kingdom 
shipbuilders. The new insurance policy for shipbuilders 
provides the same cover as hitherto, but at premium 
rates which may be as much as so per cent below 
current rates. This wil be achieved by linking with 
the insurance the security afforded by a ship mortgage 
which considerably reduces E.C.G.D.’s risk. The 
extent of the reduction in a particular case will, of 
course, depend on the value of the vessel as a realizable 
security, the legal position of a ship mortgage in the 
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buyer’s country, and the past record of that country in 
the enforcement of mortgage rights. 

In cases where the shipbuilder only requires cover 
from date of shipment, net more than 60 per cent of the 
price is outstanding at that date, and where the mort- 
gage is regarded as effective in the sense described, 
E.C.G.D. will provide cover against 95 per cent of loss 
as against the normal 85-90 per cent. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


The following meetings of the London Students’ 
Society will be held next week: 


Monday, ‘Practical aspect’ lectures for Intermediate 
Students (at the Institute): ‘Costing’, by Mr J. B. 
Charles, F.C.A., C.A.(S.A.), F.C.W.A., ALAS "Phe work 
of executors and trustees’, by Mr M. W. Lockyer, 
F.I.B.; “The accountant's place in an industrial organiza- 
tion’, by Mr E. Н. Davison, F.C.A., treasurer, Courtaulds 
Ltd; ‘Assurance and insurance’, by Mr S. R. Fenwick, 
F.C.LI., manager, Home Accident Dept., Prudential 
Assurance Co. 5.30 p.m. at the Institute: Lecture on 
‘Straight and crooked figures’, by Dr P. G. Moore, 
PH.D., F.1.A., senior statistician, The Reed Paper Group. 

Tuesday, ‘Practical aspect’ lectures for Intermediate 
students (at the Institute): ‘The practical view of 
auditing’, by Mr S. J. D. Corsan, a.c.a.; ‘Banking 
practice’, by Mr G. F. Wheldon, divisional foreign 
manager, Midland Bank; ‘Economic effects of taxation’, 
by Mr A. R. Ilersic, м.ѕс.(ЕСОМ.), B.COM. 6 p.m. at 
the Institute: Speakers' course lecture on 'How to 
prepare a speech’, by Miss H. M. Taylor, principal, 
‘The Abbey School for Speakers. 6.15 p.m. at Luton: 
Lecture on ‘Auditing — valuation of assets’, by Mr J. 
Kennedy Ме пр, Е.С.А., F.T.I.I., F.R.ECON.S., H.M.C.F.A. 

Wednesday, ‘Practical aspect’ lectures for Final students 
(at the Institute): "Building societies — their functions 
and financial structure', by Sir Bruce Wycherley, M.c., 
F.C.LS., managing director, Abbey-National Building 
Society; ‘The finance of foreign trade’, by Mr P. J 
Shaw, assistant chief foreign manager, Midland Bank; 
‘Stock Exchange practice’, by Mr P. Legge, member of 
the Stock Exchange. 5 p.m. in Guildhall: President's 
meeting: Address by The Rt. Hon. The Viscount 
Chandos, р.5.0., M.C., on "The constructive aspects of 
accountancy’, Chairman: Sir Harold Howitt, G.B.E., 
D.8.0., M.C., F.C.A. 

Thursday, ‘Practical aspect’ lectures for Final students 
(at the Institute): "Ihe chartered accountant and 
accounting mechanization’, by Mr К. С. Bishop, А.С.А., 
chief accountant, Yardley & Co Ltd; ‘Accounting for 
management’, by Mr Christopher I. Bostock, M.A., 
¥.c.A.; 'Receiverships and bankruptcy practice (in- 
cluding deeds of arranagement), by Mr Leslie Cork. 
5-15 p.m. at the Institute: Introductory course lecture 
on “Ihe chartered accountant’s profession’, by Mr 
R. J. Carter, B.COM., Е.С.А., secretary of the Students’ 
Society. 7.45 p.m.: 1959 Club theatre party. 

Friday, 5.15 p.m. at the Institute: Introductory course 
lectures on "The fundamentals of business’, by Mr 
R. J. Carter, B.COM., F.c.a., secretary of the Students’ 
Society; and ‘The English judicial system’, by Mr 
Patrick W. Medd, Barrister-at-law. 


NEW TREASURY STOCK 


The issue for cash of £500 million 52 per cent Treasury 
stock, 2008-2012, at a price of £95 per £100 nominal, 
was announced by the Treasury last week-end. 
Interest on the new stock will be payable half-yearly. 
. The first interest payment on March roth, 1961, will 
be at the rate of £2 7s 1d per £100 nominal. There 
is provision for tax exemption in favour of non- 
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resident holders. The stock will be repaid at par on 
September roth, 2012, unless the Treasury have 
previously exercised their right to redeem it at par 
on or after September roth, 2008, after giving thre 
months’ notice. The list of applications opened and" 
closed last Wednesday. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or Остовек roth, 1885 
Extracts from a leading article entitled 
MUNICIPAL ACCOUNTS 


It is now more than twelve months since we 
directed attention to the question of the audit 
of the accounts of Municipal Corporations by 
professional accountants. We have drawn atten- 
tion to the fact that the instances of gross fraud 
and irregularities which in several places had been 
brought to light within a comparatively short 
period, and which were almost invariably fol- 
lowed by the introduction of a system of indepen- 
dent audit by chartered accountants, were 
attracting general and widespread attention to 
the matter. This state of things was used as a 
lever by statisticians and a powerful section of the 
press to advocate the plan that the accounts of 
such bodies should be placed under the juris- 
diction of the Local Government Board. We 
have, time after time, pointed out that the 
question was assuming dimensions and an 
importance it had never before possessed, and 
that, humanly speaking, it was certain that before 
long it would become so urgent as to bring it 
within the range of practical politics. ... 

The drawing up of a well devised pro forma 
set of accounts for general adoption by Muni- 
cipal Authorities would seem to be one of the 
first matters for attention. It would be a task 
involving much patient labour, and would call 
for the most thorough and exhaustive considera- 
tion. It would not be found easy to preserve sim- 
plicity and at the same time provide for the many 
contingencies and circumstances of municipal 
finance and accounts, but though difficult, it 
would not be by any means impossible. . .. 

We think that the Association of Municipal 
Corporations might suitably be consulted, and 
indeed it might be well to ask that Association 
for any help in the way of hints or suggestions for 
the improvement of the present system of 
accounts. . .. 

If accountants can show, as we think they 
certainly can, that a more effectual system of 
audit is called for with respect to Municipal 
Accounts than at present exists; that they are 
able and capable of performing such audits; that 
they can do the work as well as it could be done 
by Government officials at a less direct cost to the 
country, and at a very much less indirect cost in 
the way of superannuation and pensions, and in 
a method more likely to preserve intact the free- 
dom of ‘Town Councils, we think that they will 
have established very good and very strong claims 
to the aid and assistance of the Association. ... 
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Eighty Years of Service 


ДЕ first step towards organizing the accountancy profession 
in England and Wales was made on January 25th, 1870, 
when the Incorporated Society of Liverpool Accountants 
was formed. Later in the same year the Institute of Accountants 
came into being in London, followed by the Manchester Institute 
of Accountants in 1871, the Society of Accountants in England 
in 1873, and the Sheffield Institute of Accountants in 1877. On 
the initiative of the London group, all were merged by a Royal 
Charter of incorporation, formally granted on May x1th, 1880, 
into one body called The Institute of Chartered Accountants in 
England and Wales. : 

This early exercise in consolidation brought together 527 
accountants and that number grew rapidly. By the turn of the 
century, the membership of the Institute had increased to 2,702. 
In 1920, it was 4,885, in 1940, 13,473, and at the beginning of 1960, 
32,579 — a figure which included 10,547 members of The Society 
of Incorporated Accountants admitted under the Integration 
Scheme of 1957. Following the admission of new members last 
March and this month the current total- announced by the 
President at the Anniversary Banquet in Guildhall last Monday — 
is ‘almost 34,000’. 

The first President of the Institute was WILLIAM TURQUAND 
who, as one historian put it, ‘was engaged in most of the important 
liquidations of his time’. This ‘dead end’ work was a feature of 
accountancy practices in those days and one of the earliest tasks 
of the new Council was to consider the Bill which was to become 
the Bankruptcy Act of 1883 and to make observations on it to the 
Board of Trade. In the eighty years which have ensued, it is true 
to say that the Council of the Institute has similarly scrutinized 
all projected Parliamentary measures concerned with the work of 
accountants. Fortunately, the main emphasis of this aspect of the 
Council’s labours has changed with the times from reviewing 
contemplated liquidation legislation to suggesting ways and means 
of improving the succession of Companies Acts which have 
appeared intermittently since the Institute was founded. Another 
influence for the good on matters of company law and practice 
which the Institute exerts is the series of Recommendations on 
Accounting Principles which the Council began to issue in 1942. 

The Institute’s first address was 3 Copthall Buildings, Throg- 
morton Street, but, by 1893, it had erected and was occupying 
the building in Moorgate Place, which is its present headquarters. 


BELCHER'S design, with its graceful exterior embellishments by ` 


THORNEYCROFT and Bartes, is justly celebrated, and a recent 
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temporary site clearance opposite enabled the 
accompanying photograph to be taken in which 
the dignity of this architectural gem, a worthy 
echo of Renaissance Italy in the heart of the City 
of London, may be seen at its best. The interior 
matches the exterior in refinement and among the 
treasures it houses is a unique collection of rare 
books on accounting which is the subject of an 
article elsewhere in this issue by the Institute 
Librarian. 

In surveying the history of the Institute over 
the past eighty years, the observer is impressed 
by two features of its development. One is the 
speed with which the organization was put on a 
sound footing. Within two years of its inception, 
the Institute held its first Final examination and 
has maintained ever since the fundamental prac- 
tice of insisting on articles and the system of 
examination as conditions of membership. To 
foster the exchange of ideas between members, 
the first of a long series of Autumn Meetings was 
held in Manchester in 1886. In the same tradition 
is the Summer Course held each year at Christ 
Church, Oxford, which, although of compara- 
tively recent origin, has become an institution. 
Another event of importance in the Institute 
calendar is the annual meeting, always held in 
May, when the Presidential Address invariably 
contains a valued com- 
mentary on professional 
matters of current im- 
port. These gatherings, 
together with the exist- 
ence and activities of 
fourteen districtsocieties, 
with their respective 
branches and groups, 
ensure that the Institute, 
despite its large and 
scattered membership, 
functions always as a 
community. 

The second main im- 
pression which the Insti- 
tute's historical record 
givesisthat, concurrently 
with its tendency quickly 
to establish and main- 
. tain traditions, it has 
always been ready to 
adapt itself to the con- 
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ditions of the age in which it has found itself. 
With the expansion of industry and commerce in 
the present century, the duties of the profession 
have become so diverse that specialization has to 
an ever-increasing extent been enforced upon its 
individual members. To cater for this new set of 
circumstances, the Council of the Institute has 
in recent years published numerous books and 
pamphlets on aspects of management accounting, 
costing and taxation, and when the Members 
Handbook is brought up to date the worth of the 
contribution which the Council has made 
towards equipping its members, whether ‘in 
practice’ or ‘in industry’, will be fully recognized. 

Eighty years is more than the Biblical span of 
a human life but institutes, once established, have 
no such temporal limitations. It is safe, then, to 


E 


predict that the next twenty years will be pro^ 


portionately as momentous as those which have 
gone before and that, when the centenary cele- 
brations mature, the completed chronicle of the 
first hundred years of the Institute's history will 
make inspiring reading. The Institute has three 
groups to serve — its members, the profession at 
large, of which it is so influential a part, and the 
public- and all three, it seems certain, if the 
future may be discerned from the pattern of 
the past, will continue to be most worthily served. 








The Hall of the Institute in Moorgate Place • 
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Are Dividends Trading Receipts? 


by T. J. SOPHIAN 


HE decision of Mr Justice Cross in 

| Cenlon Finance Со Ltd v. Ellwood ([1960] 

Т.К, 239) raises a new and important point 

on the question of the takability or otherwise of 

dividends. The point at issue was whether 

dividends are to be regarded as trading receipts 

and, accordingly, as part of the profits for the 
purpose of a Case I assessment. 

The taxpayer company in October 1953 com- 
menced to trade as dealers in stocks and shares. 
A year later, in October 1954, it bought the whole 
of the issued share capital of another company 
which was carrying on business as ladies’ out- 


fitters, for £72,000. The latter company had 


previously sold some of its freehold property and 
had thereby realized a capital profit which was 
not subject to tax in its hands. This company in 
November 1953 paid to the taxpayer company, 
who was then its sole shareholders, £25,000 out 
of this capital profit. In December 1953, the 
taxpayer company sold its holding of shares in 
the other company for £27,500. On November 
IQth, 1954, assessments were made on the tax- 
payer company for the years 1953—54 and 1954-55 
on estimated amounts of „500 and 1,000, 
respectively, against which the company appealed. 
In July 1955, the taxpayer company submitted 
accounts for the relevant period, from which it 
was shown that the company in arriving at the 
computation had deducted and excluded from 
their trading profits a total sum of £33,231 in 
respect of dividends from United Kingdom 
companies and including the dividend in question. 
On July 21st, 1955, the Inspector wrote to the 
company, requesting it to show how the profit 
returned was made up, and also requesting parti- 
culars of the dividends of £33,231. The required 
information was supplied on July 27th, 1955. 
On August 8th, 1955, the Inspector wrote 
agreeing the computation, and on the following 
May rsth, he sent notices of amended assess- 
ments so as to agree with the accountant’s figures, 
This letter, as presently will be observed, was 
one of considerable importance and raised a 
new point of law in relation to discovery. 
To complete the story, a new Inspector later 
in May 1956, after considering the papers in the 


' matter, determined that the dividends should 


have been included as trading receipts of the 
taxpayer company. It may be stated in passing 


that it was not disputed that in the circumstances 
there had been 'discovery' by the Inspector 
within Section 41 of the Income Tax Act, 1952, 
such as to justify him in making additional 
assessments, if his view of the law on the facts 
was correct. 

There are, therefore, these two important 
points raised by this case. Firstly, as to whether 
dividends received by a trading company- 
particularly a company trading as dealers in 
stocks and shares— can be treated as trading 
receipts and as part of the trading profits; 
secondly, whether the agreement between the 
Revenue and the taxpayer company as to the 
exclusion of the dividends from the profits was 
binding on the Revenue and was such as to 
preclude an additional assessment being made, 
even though there might have subsequently been 
a ‘discovery’ by a new Inspector. 


Taxability of Dividends 


As to the taxability of dividends it is important 
to consider the general principles which have 
been decided by the authorities, most of which 
are decisions of the House of Lords. In this 
connection it may be useful to refer to the 
judgment of Lord Wright in Neumann v. C.I.R. 
(14 A.T.C. 1; 18 T.C. 332). 

In that case the profits of a company which 
owned real property in the City of London were 
very much in excess of the Schedule A assess- 
ments, so that as the law then stood the excess was 
not taxable in the company's hands. Out of this 
excess, the company distributed a dividend free 
of tax, amounting in the case of one shareholder 
to £4,275. It was held that the shareholder was 
obliged to include this sum as part of his income 
assessable to tax — although it was received by 
him free of tax — but that he was chargeable only 
on this sum and not on the sum grossed up, as 
would have been the case had the company 
deducted tax from the dividend. In referring to 
the scheme of taxing dividends, Lord Wright 
pointed out that the company would be taxed at 
source on all its profits and those profits would 
not be liable to tax in the shareholder's hands 
when he received them by way of dividend. 

The shareholder and the company were separate 
entities and the latter was not an agent of the 
former to pay tax on the dividend, nor was the 
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company the collector for the Revenue to deduct 
tax from it. The company was the taxpayer and 
the shareholder had no right to any stake in the 
profits. It was for the company to decide what to 
do with regard to its profits, and dividends when 
declared, were usually paid, not out of any 
particular source of profit, but out of the general 
revenue fund of the company. 

Again, the company was not bound, but 
merely authorized to deduct tax from the 
dividends. There was in fact only one profit, and 
no new profit was created from the fact that the 
shareholder received a share of it. The tax was a 
tax on the profit of the company and not on the 
dividend. The House accordingly held that a 
shareholder was not separately taxable (the 
position as to surtax being disregarded) on a 
dividend, as a profit individual to himself, or 
at all. In this connection the reader may usefully 
refer to Viscount Cave’s judgment in C.I.R. v. 
Blott (8 T.C. xor). 

It is to be observed that in these cases what 
was being examined was the taxability in the 
shareholder’s hands of a dividend as a pure 
income profit. What, on the other hand, was 
being considered in the Cenlon case was the 
assessability of the dividend received by a trader 
as part of his trading profits, and not therefore 
as a pure income profit. In other words, was the 
taxpayer company entitled to have the dividends 
excluded from the receipt side of its accounts? 

In this connection, the decision of the House of 
Lords in Hughes v. Bank of New Zealand (17 
A.T.C. 139; 21 T.C. 472) is very much in point. 
There the bank carried on business at a London 
branch; part of its assets consisted of 5 per cent 
War Loan, India Government 3 per cent stock, 
and securities of the Grand Trunk Pacific Railway 
and the Auckland Electric Power Board. This 
stock had been purchased out of the floating 
capital of the London branch and other moneys 
obtained in New Zealand, to borrow which it had 
expended £41,262. The interest on the War Loan 
and the other stocks amounted to £78,556. It was 
held that this sum was exempt from tax; the War 
Loan under Section 46 of the Income Tax Act, 
1918, the interest on the India Government stock 
under General Rule 2 (d) of Schedule C and the 
interest on the other securities under Miscel- 
laneous Rule 7 of Schedule D. 

As far as the War Loan was concerned, there- 
fore, the statutory exemption of the interest there- 
on from income tax was held to be complete, so that 
that interest could not be regarded as part of the 
taxable income or profits of the taxpayer company. 
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The underlying principle of the decision was 
considered by Cross, J., in the Cenlon Finance Co 
case as being equally applicable to dividends 
which, according to the deduction provisions ш. 
the Income Тах Act, and the interpretation 
of these provisions by the Courts, enjoyed a 
general exemption from tax similar to War Loan 
interest. 

Accordingly, notwithstanding that the company 
carried on a trade as dealers in stocks and shares, 
the dividends were exempt and could not be 
brought into the receipts side of the accounts. 


Effect of Agreement with Inspector 


The Cenlon case, however, determines a further 
point with regard to practice. 

Under Section 510 (1) of the Income Tax 
Act, 1952, where a taxpayer appeals against an 


assessment or a decision of any kind with respect 


to income tax (other than surtax) and, before 
the appeal is determined by the Commissioners 
or the Board of Referees as the case may be, 
the surveyor or other proper officer and the 
appellant come to an agreement (which, it is 
to be observed, need not necessarily be in writing) 
with regard to the assessment or decision, the 
like consequences are to ensue for all purposes 
as would have ensued if, at the time of the 


“agreement, the Commissioners or Board had 


determined the appeal in the manner as agreed 
between the parties. It should be noted in this 
connection, moreover, that as the agreement is 
treated as being a determination or appeal, the 
‘appeal’ would be final under Section 50 (2) of the 
Income Тах Act, 1952. It is open, however, to 
the appellant taxpayer, and to him alone, to 
repudiate or resile from the agreement by written 
notice given within twenty-one days. 

Where such an agreement has been made, 
the Crown may in effect refuse to be bound 
by it, where there is a subsequent ‘discovery’, 
such as was purported to be made by the new 
Inspector in the Cenlon case on the subsequent 
reconsideration of the matter. In the view of the 
Court, the effect of the provisions of Section 510 
(x) was such as to override the provisions of 
Section 41 of the Act, as to ‘discovery’. The 
matter was to be regarded, in other words, as ; 
having been concluded once for all. In coming 
to this decision the Court followed the analogous 
decision of the House of Lords in Brooks v. 
C.I.R. (7 Т.С. 236). That decision was given 
under Section 57 (xo) of the Taxes Management 
Act, 1880, which was in very similar terms to 
Section 50 of the Income Tax Act, 1952. 
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The Institute's Literary Treasures 
HOW THE 'METHODS OF VENICE' CAME TÓ ENGLAND 


by HUGH W. THOMSON 
Librarian, The Institute of Chartered Accountants in England and Wales 


The Librarian writes about some of the items comprising the Institute's unique 
collection of early accounting works, and describes how the system of double-entry 
book-keeping – the ‘methods of Venice’ — was introduced into England. 


books on accounting have been collected in 
the library, until today its collection is 
probably second to none in this field. Under the 
guidance of Mr F. W. Pixley, who was chairman 
of the Library Committee from 1893 to 1933, 
» about forty books had been acquired by 1913. 
Just before the First World War a golden 
opportunity occurred which the Committee and 
the Council had the foresight to seize. Karel 
Petr Kheil, a banker in Prague who had collected 
early books all his life, died and his widow wished 
to sell the entire collection. Mr Cosmo Gordon, 
the Librarian at that time, went to Prague and 
on his advice all of the 1,600 books, many of 
them extremely rare, were purchased. More than 
one could today be sold without difficulty for 
more than was paid for the whole lot. 


E the earliest days of the Institute early 


First Books on Double Entry 


4. The Institute possesses copies of the first books 
to be printed on double entry in Italian, Dutch, 
German and Spanish. Of the first book in 
English, printed in England, no copy has ever 
turned up for sale and it is only known through 
another book in which the author makes acknow- 
ledgment to it. Of the second book in English, 
the only copy known to have survived is in the 
Lenin Library in Moscow; of this, the Institute 
possess both a photocopy and a microfilm. 

No copy of the first French book has shown 
itself in years and on the last occasion one did 
appear for sale it slipped across the Atlantic to 
an American buyer. 

Books on accounting were, in the early days of 
_ double entry, subject to heavy use in the counting- 
"~ houses of the time where they eventually fell to 
pieces. Large stocks were also probably lost in the 
great fire of London, and these are no doubt the 
reasons why the early English works are so scarce. 

The date of publication of the first book in 
any language is not necessarily the time when 


1 See Bibliography. 


double entry was first introduced to the country 
concerned. All the same, it is a fair assumption 
that until a printed book did appear, the art 
would not have spread widely to become common 
among the general run of traders. 

The prime origins of the system go back long 
before the first printed book. With no survivors 
from the many handwritten manuals which 
preceded the first printed books, one can prove 
nothing. But much earlier origins are known from 
the chance survival of a few books of account 
scattered over the centuries. 

The system was in use at least one, possibly 
two, centuries before Pacioli’s famous work. 
There is strong evidence that merchant bankers 
started it and it is reasonable to suppose that 
they found that money lodged with them, on 
which they paid interest, was complementary to 
money lent to clients on which they received 
interest. Money they paid for goods was found 
to be complementary to the goods they received 
for it and vice versa. Once someone spotted the 
advantages of insisting that there was a dual 
aspect to every payment and every receipt, it 
became a question of working out the principle 
logically and applying it consistently in practice, 


Trading Ventures 


Before printed books appeared, there will 
undoubtedly have been some spread of the 
practice among traders. But small businesses 
which could be run on the knowledge and 
experience of one man were the order of the day. 
Most of their joint projects consisted of single 
ventures — the trading voyage of a single ship or a 
small fleet - and as such they would not be 
handicapped by the lack of a complete accounting 
system. Two or more merchants might get to- 
gether to buy and fit out a ship, victual it and 
load it with goods. By the time she left they 
would have advanced various fractions of the 
total outlay and when she returned, the ship and, 
the goods she had brought back would ре sold 


470 
and the proceeds — less any arrears of dues to 
captain, super-cargo or crew — would be shared 
out. Sometimes, perhaps, the ship would be 
chartered. No merchant venture, it would seem, 
would less have need of a proper system of 
accounts. But once a proper system was pub- 
lished, its advantages soon came to the know- 
ledge of the progressive minority; young men 
were taught and it spread, firstly among those 
bankers and traders who really needed such a 
system and secondly among those who just 
found it convenient. The development of the art 
of printing in Europe in the mid-fifteenth 
century enormously assisted in the dissemination 
of this accounting knowledge, as well as learning 
in general. 

Germany was well behind most other countries 
of Europe in the development of double entry 
and in the publication of books on it, in spite of 
having been first with the printed Bible; this was 
no doubt partly due to the departure of their 
printers in 1462 following a fracas with ecclesias- 
tical authority. 

Several printers from Mainz settled in Venice 
and it was there that Pacioli’s book of 1494 was 
printed and published, Pacioli going there to 
supervise its production. It was the fountain 
head of all that was printed on the subject for 
about 200 years. There were, of course, other 
writers and teachers who made or recorded 
important improvements but basically the book 
was followed and copied even to the end of the 
seventeenth century. 


Background of the Period 


Venice had, throughout the Middle Ages, been 
a great centre of trade from the east through the 
Levant and from the Mediterranean and Africa, 
while, in about 1400, London was still a small, 
completely walled city where merchants fore- 
gathered in the shadow of old St Paul’s. 

Soon, however, London, with its great river 
bringing the largest ships into its heart, was 
drawing an increasing volume of trade and more 
assistance from the merchant bankers was needed 
to finance the greater opportunities of selling in 
a central market. Nevertheless, difficulties in 
commerce were not lacking. Flanders, for 
instance, was a textile producing area and 
facilities for marketing and transport of English 
cloth were not easily obtained. Antwerp, Utrecht, 
Middleburg had all been tried at various times 
but in the last few years of the fifteenth century 
‘English traders were returning to Antwerp, so 
far even smaller than London. Goods were 
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coming to it from all over Europe, Portuguese 
ships came with cargoes brought all the way 
round the Cape from the Far East, agents and 
branches of all the great European banking and 
merchant houses established themselves there, 
watring princes purchased and sold the materials 
of war and royal agents and spies reported to 
their sovereign masters. 

This then, briefly, was the general background 
of the period with which we are concerned. 
Antwerp grew rapidly. It soon surpassed Venice as 
the most important trading centre of Europe; but 
Venice remained a centre of culture and learning, 
affluent from her great past but with the founda- 
tion of her former wealth departed. It was here 
that in 1494 the first printed book to expound 
double-entry book-keeping was printed and 
published. This was the famous Summa di 
Arithmetica, Geometria, Proportioni et Proportion- 
alità, with the section entitled De Computis on 
Book-keeping, by Pacioli. 


The ‘Methods of Venice’ 


Pacioli quite frankly states that he is merely 
setting down ‘the methods of Venice’. These 
were already in manuscript form and probably 
those used in Venice differed in detail from those 
used in Florence, Genoa and other cities in Italy. 
In Pacioli’s great encyclopaedia of mathematics 
there is a chapter on foreign exchange and this, 
likewise, was a setting down of the methods in 
common use but so far only in manuscript form. 


Pacioli was without doubt the most famous-~y7 


mathematician of his day but his was not, it 
would seem, an originating mind like his great 
friend Leonardo de Vinci, for instance. Primarily 
gifted as a teacher and university professor it 
was in these fields he excelled and held several 
very important posts. As Professor of Mathe- 
matics at Perugia he compiled a treatize on 
algebra which was never printed though the 
manuscript is preserved in the Vatican Library. 
He lectured in Rome, became a professor at the 
University of Naples and in 1494 he went to 
Venice to supervise the printing of the Summa. 

His other work, De Divina Proportione of 
1509, an encyclopaedia of all the mathematical 


knowledge of the day, was also originally a |. 


manuscript and two of the four copies have 
survived. Copies of the printed edition are rare 
but the Institute has a fine reproduction published 
and presented by the Banca di Credito Finaziario 
of Milan in 1956. 

To return to the Summa, which made Pacioli's 
name a household word to accountants, it is a 
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large folio volume mostly on algebra, arithmetic 
and geometry but with a section ‘of fifteen pages 
on double entry, or, as he puts it, the methods of 
Venice. Even a translation reflects the quality of 
* the work and reveals the scholarship of the author 
and the respect.he has for the perfection of the 
methods he describes. 

The system had developed over a period of 
about 200 years, so much of the form and detail 
would already have become traditional among 
those who used it. 

After Pacioli's book was published in Venice 
in 1494, with at least two printings before the 
second edition in 1523, we find in Antwerp, the 
first evidence of the route the system took on its 
way to London. A book was printed in Antwerp 
in 1543 by Jan Ympyn Christoffels; it was in 
Dutch and was published by the author's widow. 


»Ympyn, a mercer, had spent many years in 


Venice and had travelled through most of 
Europe. His book is very similar to Pacioli's but 
there is detail evidence in the text not consistent 
with its having been copied direct. Also, acknow- 
ledgments are made to a manuscript by one, 
Bianchi, of Venice. But in spite of the most 
thorough searches, this man has never been 
traced as a writer or teacher. It is probable that 
some teachers in the schools of Venice continued 
to use the old manuscripts for teaching and 
Bianchi may have written out his own guide 
while studying. It is quite clear, however, that 


7 Ympyn relied on Venetian authorities for his work, 


e English Translation 
This book~originally in Dutch, appeared in 


several translations; first in Italian then French, 
and from French into English. From the French 
edition there is an interesting link with London, 
for one of the examples it contains—of the 
dedication of the journal—was directly copied 
by Sir Thomas Gresham into his journal for 
1546, the words are translated into English but 
otherwise the copy is so exact that it must have 
been taken direct from the French Ympyn. Sir 
Thomas Gresham was also a-mercer and for 
a time was Royal Agent in Antwerp. Curiously 
enough, he took over from Sir William Densel 
, Knight to whom Peele, an early English author, 
^ dedicates his fifst book in terms which suggest 
that he was under a considerable obligation to him, 

'The English edition of Ympyn was printed in 
Antwerp in 1547 and only one copy of it has 


survived. This is in the Lenin Library of Moscow, | 


and the Institute has a photocopy of it. 
Before dealing with this first book in English 
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which has survived it is necessary to mention 
another. It is known that Hugh Oldcastle wrote 
a book on double entry published in 1543, the 
first one to be published in England ~ at the same 
time as the original Dutch Ympyn. But no copy 
of this has come to light and it is only known 
about through another book, by John Mellis, 
published in 1588, which contains full acknow- 
ledgments to the earlier work. There is much 
evidence of reliance on Pacioli in this book, too; 
but some original work has been added, and the 
possibility of changes by Mellis, who certainly 
made some additions, make any assumptions 
regarding origins uncertain. 


Richard Grafton 


To come back to Ympyn, the English edition 
was printed by Richard Grafton in Antwerp 
in 1547, and here perhaps we should consider 
this man born in 1503 who was to become a very 
prosperous citizen of London, Treasurer of 
Christ's Hospital, City Councillor and Member 
of Parliament. His career is one of the most 
interesting byways into which one is led by the 
Institute's collection of early books. 

When he was a young man, Grafton fished in 
very dangerous waters; how dangerous is clear 
by the fate of others with whom he associated. 
At 19 he was apprenticed to a grocer and in due 
course became a member of the company. In 
1536, his friend William Tyndale was executed 
at Vilvorde in the Low Countries; Tyndale’s 


otYmpyn—-—— eoe. of the New Testament. from the 
Greek and was not the least of the 





crimes of which he was-s«cused. And yet in 
1537, Grafton and his great collaboseior Whit- 
church were in Antwerp to arrange the printing 
of a new Bible in English based on the 'Tyndale 
and Coverdale translations. In 1538 he was in 
Paris with Whitchurch reprinting the New 
Testament and this was published the same year, 
the first book to bear Grafton's name. He was, 
with Whitchurch, the publisher — not the printer. 
However, they came to the notice of the Inqui- 
sition before the task was finished and had to 
flee, no doubt speeded on their way by thoughts 
of Tyndale’s fate. 

This gives some picture of the sort of man 
Grafton was. Quite definitely one who did not 
just theorize and leave others to take the action 
and incur the risks; he forwarded the ideas 
being propounded by those who believed in the 
New Learning to the point of personal danger. 

"Thomas Cromwell managed to get the presses, 
and type back to London and in 1539 they were 
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set up by Grafton in the ‘house of the late Grey 
Freers’. It was in this way that he became a 
printer and the work of printing the Matthews or 
Great Bible— ordered later to be installed in 
every church throughout the country — proceeded. 
Between 1539 and 1541 there were seven 
editions, half with Grafton's name and half with 
Whitchurch’s. This work must have brought him 
in close touch with Archbishop Cranmer and with 
Bishop Ridley, who later in 1552, preached the 
famous sermon which inspired Edward VI to 
establish Christ's Hospital. 

It was in 1547 that Grafton printed the English 
translation of Ympyn, using a most elaborate 
title-page border subsequently used, and most 
surely intended for, another work he printed, 
Halles Chronicle. The publication of this 
chronicle, which was subsequently used by 
Shakespeare for his early historical plays, had 
been delayed by the author’s death. 

The actual border is a most elaborate woodcut 
depicting a grape-vine following the descent of 
Henry VIII, tactfully placed at the top, through 
the two families who had fought each other for 
so long, from Henry IV at the bottom. 

Also in this book, and made use of in the 
English Ympyn, are decorated letters illustrating 
scenes from the Bible stories. These letters are 
of considerable merit and in the small area of 
two inches square they manage by simplicity of 
line and clever draughtsmanship to illustrate 
very clearly the incidents portrayed. 

It was also in 1547 that he became King’s 
Printer to Edward VI and j € years that 


Pacrort (Luca) рт BORGO, SAN SEPOLCRO ЛАК 
Summa di Arithmetica, Geometria, Proportioni et 
Proportionalità. Venice, Paganino de Paganini, 1494. 


De Divina Proportione. Venice, Paganino de 
Paganino, 1509. 
Hate (EDWARD) 
The Union of the twoo noble and illustre families of 
Lancastre and Yorke, . . . Richard Grafton, 1550. 


YMPYN CHRISTOFFELS (JAN) 
Nieuwe Instructie ende bewijs der looffelijcker consten 
des rekenboecks. . . . Antwerp, Gillis Copyns van Diest 
for Anna Swinters, 1543. 

Nouvelle Instruction et Remonstration de la tres- 
excellente science du liure de compte. 4to. Antwerp, 
1543. 

A Notable and very excellente woorke, expressyng 
and declaryng the maner and forme how to kepe a 
boke of accomptes or reconynges. . . . Translated 
with great diligence out of the Italian toung into 
Dutche, and out of Dutche into French, and now out 
of Frenche into Englishe. London, Richard Grafton, 
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followed he became increasingly involved in the 
affairs of the City of London as a member of the | 
Common Council and of Christ's Hospital. 

Then, in 1553, Grafton printed Peele's Maneh з 
and Fourme, the third book in English on double- ` 
entry book-keeping. Only two copies of this are 
known, a complete one in the Institute’s collec- 
tion, and an incomplete one in the British 
Museum. , 

This work is not merely a translation nor does 
it just plagiarize the work of others. In the year | 
that this book came from Grafton’s presses, 
the printer himself was appointed Treasurer of 
Christ's Hospital, to become Chief Master in 
1560. And in 1562 Peele became Clerk to the 
Hospital and immediately started on the work of 
writing up the books on double-entry principles. 
The ledgers he wrote are still in existence and the 
Institute has photocopies of some of the pages 
and a micro-film of the whole of the ledgér 
written while Peele was Clerk. 

We have wandered far in this article from 
Venice and the Italian system. But just as Ympyn, 
having travelled the trade route to Venice brought 
knowledge of the ‘methods of Venice’ to the 
traders of Western Europe, so Grafton surely 
brought it from Antwerp to England. Grafton, 
like Pacioli, was no originator; both had their 
critics but that is common with anyone who 
achieves any success. There may be no specific 
evidence that it was he who brought double entry 
into England but the conclusion seems inescap- 
able that if credit is to be given to one man for 


this; th: must be Richard Grafton. 
Pe s 
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and get credit for it 


New and used vehicles may be bought on 
favourable credit terms through Bowmaker. 
Ask your motor trader for the Bowmaker 
service or get in touch with your local 
Bowmaker Branch Manager 

(under Bowmaker in the telephone book). 
He will give you full details. 


Central heating, office and industrial equipment, 
school fees, farming equipment, a boat... 
Bowmaker.credit plans-sotve alot of immediate 
problems for a lot of people. en 


THE BOWRNAKER GROUP 


Members of the Finance Houses Association 


HEAD OFFICE: 
BOWMAKER HOUSE, LANSDOWNE, BOURNEMOUTH, HANTS 
| LONDON OFFICE: 
BOWMAKER HOUSE, 55 ST. JAMES'S STREET, LONDON, S.W.1 $ 


BRANCHES THROUGHOUT THE BRITISH ISLES 
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MEMORY 
UNLIMITED 


I jumped into the first railway compartment 
which seemed empty: my eyes fell on a book left 
on the seat opposite by a previous passenger. 


І took it up absent-mindedly and ran through 
the first lines. Five minutes later I was reading it 
as eagerly as a clue to a hidden treasure. I learned 
that everyone’s memory is capable of fantastic 
feats; that an ordinary person if he has taught 
himself to control the way in which his brain 
stores impressions can memorize accurately long 
and complicated lists of facts after reading them 
over only once or twice. I thought I would test 
the truth of the statement. 


Itook a time-table out of my suitcase and began 
reading quietly in the manner prescribed, the 
names of about one hundred railway stations. I 
Observed that, after reading them over a few 
times, I could recite the whole list off with hardly 
а mistake. With a little more practice I found I had 
committed them so completely to memory that I 
could remember them in the reverse order and 
even pick out one station from the list and say 
which number it was, and what were the names 
of the towns before and after it. 


I was astonished at the memory I had acquired 
and spent the rest of my journey on more 
more difficult experiments in memo 


üccess in life. After this, I worked hard at this 
wonderful memory system, and within a week I 
found I could recall passages from books and 
quote them with ease; names, addresses and 
business appointments were remembered im- 
mediately; and in four months I had succeeded 
in learning Spanish. 

If I have obtained from life a measure of wealth 
and happiness, it is to that book I owe it, for it 
revealed to me the workings of my brain. 


Three years ago, I had the good fortune to 
meet its author, H. J. Borg, and I promised him to 
propagate his method, and today I am glad of this 
opportunity of expressing my gratitude to him. 


I can only suppose that others wish to acquire 
what is, after all, the most valuable asset towards 
success in life. 


Borg's address is: H. J. Borg, c/o Aubanel 
Publishers, 14 Highfield Road (Rathgar), Dublin, 
Ireland. Apply to him for his little book, The 
Eternal Laws of Success. It is free to all who wish 
to develop their memory. 

Е. ROBERTS. 
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Quick 


ADDING MACHINE ! 











Ж The ‘QUICK’ is labour-saving 
eal for € Iling 
Auditor, Accountant, of-— . 
Stockbroker. 





* The ‘QUICK’ fits any 
normal sized brief- 
case or desk drawer. 


ж The ‘QUICK’ 
weighs only 8 Ib. 


* The ‘QUICK’ 
guarantees 
lasting high 
performance. 


* The ‘QUICK’ has an 
amazing totalling capacity of 
£999,999 19s 114 (decimal models also available). 


* The ‘QUICK’s’ versatility Includes Direct Subtraction, 
Direct Sub-totals, Direct Totals, Multiplication Key, P 
Non-adding Key, Large Visible Type and Detachable 
Operating Handle. 


* The 'QUICK's' price is £45 


inquiries to: Т. S. (OFFICE EQUIPMENT) LIMITED 
140-148 Borough High St, London, SEI. Tel: HOP 3191 
AND ALL REPUTABLE OFFICE MACHINE DEALERS 
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Retirement Benefit Schemes - II 


" by J. H. HUBERT NUTTALL, F.C.A. 


Secretary, The Pilkington Brothers Ltd Superannuation and Pension Funds 


Withdrawal Benefit 

Preservation of pension rights 

RIOR to 1939 or even later, preservation of pen- 

sion rights on withdrawal was rarely granted. In 
those days a pension was a reward for long service. 
With the changed conditions in the last 10-12 years 
during which adequate saving for retirement other 
than through a pension scheme has become largely a 
thing of the past, it has become acutely more necessary 
to preserve as far as possible the pension which has 
been earned. During the last 4-5 years more and more 
employers have come to appreciate this and there is an 
ever/growing proportion of employees in both con- 
tributory ana non-contributory schemes who are now 
able to preserve at least a part of their pension rights 
when they move from one employer to another. 

48. Pension rights can be preserved in two ways. 
By transferring a capital sum equivalent to their value 
to another scheme, or by providing a paid-up right in 
the scheme to which the contributions have been 
made. Both methods have their difficulties. 

49. A transfer of rights is not always possible. 
Schemes receiving approval by the Revenue under 
Section 379 of the Income Tax Act, 1952, for 
example, may not transfer sums to schemes not so 
approved without the express permission of the 
Revenue, which can be obtained in certain cases! if 
the transfer rule has the requisite wording. Nor do all 

pss contain a rule permitting them to receive such 
sfers! 
\/ 50. Preservation by giving a paid-up benefit is 
simpler, but may throw additional financial and 
administrative burdens on to the scheme itself. The 
ideal solution is, I am sure, to provide both as 
alternatives. 

51. There appears to be a tendency among em- 
ployers to consider the question of preservation in the 
light of ‘all or nothing’ and because they do not want 
to give all they give nothing. It is perfectly reasonable 
that an employer should feel that the pension pro- 
vided by his money should not automatically vest in 
the employee from the day he joins the company, but 
there is little, if any, reasonableness in saying the same 
about an employee with twenty years’ service behind 
him. Nor do I consider equitable a rule allowing the 

| trustees to decide how much (if any) pension should 
be capable of preservation. Preservation of pension 
rights may be a most important factor on a change of 
employment and the employee should be able to assess 
his rights without disclosing his intentions to his pre- 
sent employers. 
The second and concluding part ot a paper presented at the 


Summer Course of T'he Institute of Chartered Accountants 
in England and Wales at Oxford on September 19th, 1960. 


52. Little will be lost by giving members the right 
to transfer a sum equivalent to the pension arising 
from their own contribution irrespective of service 
and the employer should decide what further qualifi- 
cations are necessary before this right is extended to 
the remainder of the pension earned to date. 

53. The introduction of the Graduated State 
Pension Scheme next year (see paragraph 107) with 
the necessity for employers to preserve a minimum 
pension right for withdrawing employees who are in 
‘non-participating employment’ will cause more 
consideration to be given to this whole question of 
preservation. It is to be hoped that those schemes 
which of necessity make this benefit available for the 
first time will not stop at the level prescribed by the 
National Insurance Act, 1959. 


Redundancy 


54. When an employee is discharged as redundant 
it is not possible, no matter how desirable it may be, 
to improve to any great extent the value of the cash 
lump-sum benefit since the Revenue will not normally 
allow any payment of employer's contributions to a 
withdrawing employee in the form of a lump sum 
other than as a commuted pension, but if preservation 
rights are available, the qualifications can be lowered 
and these employees can thus be given more valuable 
rights than those who leave of their own accord. It 
may also be found advantageous expecially in works' 
schemes to take power to treat a redundant employee 
as not having left the scheme until a further period has 
elapsed so that if he returns within the specified period 
he may retain his rights to an unbroken pension. 


Ill health 


55. When withdrawal is necessary on grounds of . 
ill health, benefits similar to those given in cases of 
redundancy ought to be provided. Employees forced 
to leave in such circumstances however, too often wish 
to withdraw all they can from the scheme in order to 
set up a business within their physical capability from 
which they can derive a living. 1t is therefore wise to 
incorporate the maximum commutation rights which 
the Revenue will allow in such circumstances. 

56. Some employees are also forced, for reasons of 
ill health, to retire prematurely. Most schemes have 
power to pay a pension from an age earlier than the 
normal retirement age and this early pension is usually 
less than the normal pension for two reasons: 

(i) contributions from the actual date of retirement 
to normal retirement age are unpaid 


(ii) the period of payment is likely to be longer than * 
1E.g. the United Kingdom Atomic Energy Authority. 
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would have been the case had retirement been 
deferred to the normal age. 

57. If early retirement takes place because of ill 
health, the second of these reasons is often less cogent, 
and retirement generally, if not always, will have 
received the approval of the company who may even 
have recommended it. In such cases, therefore, there 
‘are stronger reasons for more generous treatment than 
there would have been if retirement at the early age 
was voluntary. Many schemes, but not by any means 
all, contain special provisions for paying a larger 
pension than the reduced equivalent of the normal 
pension when early retirement is on account of ill 
health. 

58. There is no standard method of carrying out 
this intention, which must depend to some extent on 
‘the type of scheme concerned. The magnitude of the 
concession may also vary according to the age of 
actual retirement and the service already given. The 
important decision is the one admitting the principle 
that special consideration should be given to the 
pension of an employee forced to retire on account of 
ill health. 

59. This decision leads straight to one of the diff- 
culties. How ill does an employee have to be to qualify 
for any concessionary treatment? Admittedly the 
answer is not easy, and it is necessary to fix some 
yardstick, otherwise unfair treatment may be given as 
between one employee and another. It is often easier 
to assess fairly the problem in any individual case if all 
employees retiring on ill-health grounds are con- 
sidered by one doctor, but this does not relieve the 
directors or the trustees from taking the final decision. 

60. It should also be remembered that the bigger 
the concession given to ill-health cases the harder it 
may be to determine a fair solution in border-line 
cases. Fortunately with the improvements in medical 
treatment over the past decade, cases of early retire- 
ment are fewer than they were twenty years ago and 
therefore, while still important to the individual, the 
problem is becoming easier for the trustees of the 
Scheme. 


Taxation 


61. It is impossible in this brief paper to set out 
at any length either a complete picture of the various 
reliefs which can be obtained for schemes of different 
kinds or the variety of rules and regulations applying 
to the ‘approval’ of a scheme by the Commissioners 
of Inland Revenue. The Millard Tucker report in 
paragraphs 46-1371 gave a very full summary of the 
law and practice of taxation of retirement benefit 
schemes at that time. This has, of course, been 
extended by the 1956 Finance Act which gave tax 
exemption to assurance companies on interest from 
so much of their annuity funds as referred to pension 
annuity business? and extended to individuals 
complete tax relief within certain limits on premiums 
. paid to secure an annuity contract approved by the 


1See Fhe Accountant, February 20th and 27th, 1954. 
? Finance Act, 1956, Section 24. 
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Revenue having as its main object, the provision of 
a life annuity in old age.3 

62. The greater proportion of retirement benefit 
Schemes are submitted to the Revenue for approval | 
under either Section 379 or Section 388 of the 
Income 'lax Act, 1952. lrrespective of the section 
governing approval, the employer's contributions are 
allowed as a charge against profits, although in 
certain circumstances, e.g. when the employer is 
paying a capital sum to clear a back service liability, 
the charge has to be spread forward over ten years 
and the employer may therefore prefer to make the 
actual payments over the same period. : 


Section 379 


63. Approval under Section 379 allows the em- 
ployee to charge his contributions as an expense for 
tax purposes and the income on investments to be 
received gross. Because of these considerable con- 
cessions, the Revenue have adopted a shumber of 
safeguards against abuse. Most of thésé restrictidfis 
are well known to those versed in obtaining Revenue 
approval for schemes, but as they are constantly 
changing one can never be quite sure of what will 
be accepted. The Revenue fix their own regulations 
regarding approval and are always ready to discuss a 
point of difference where some compromise is 
possible. 

64. Since the build up of a Section 379 scheme is 
virtually tax free the Revenue insist on taxing all 
benefits received by the contributing member and 
insist that lump sums cannot be paid unless the 
member leaves the service of the employer or his 
pension is commuted in exceptional cases of serious 
ill health, or because it is trivial in amount.* Tax on 
annual pensions is assessed at normal rates on ti 
individual pensioner generally through the РА У ЈЕ: 
machinery. However, on lump sums paid on with- 
drawal or on commutation, tax is due at one-quarter 
of the standard rate at the time the benefit is paid. 
Since this tax is a special assessment it is assessed on 
the trustees who may recover it by deduction from 
the benefit paid to the beneficiary if the rules 
empower them to do so. In this event tax is only 
payable on the net amount paid to the member. 

65. Other restrictions on Section 379 schemes 
include a limit on contributions by the employee to 
15 per cent of salary, contributions on a given basis 
once commenced may only be reduced in circum- 
stances of hardship, a maximum pension of two- 
thirds final salary? or 3,0008 whichever is the less, 
early retirement on pension may only take place, 
within ten years of normal retirement age except in ё 
cases of ill health. 

66. In addition to these restrictions an undertaking 
is now required from the trustees regarding the 





3 Finance Act, 1956, Section 22. 

4 Under £39 per annum. 

5 May be exceeded if retirement is deferred. 

€ This restriction which was raised from £2,000 in May 
1960 does not apply to non-contributosy schemes. 
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extension of the scheme to other employers, the 
admission of directors, the provision of augmented 
pension benefits in excess of one-sixtieth of salary for 

„each year of service for certain specified groups of 

"persons. This undertaking places a most invidious 
responsibility on the trustees and the sooner the 
Revenue can be persuaded to modify this treatment 
the better. 

67. In spite of all the restrictions and difficulties, 
more and more schemes are submitted under Section 
379 because this type of approval allows the greatest 
saving of tax thus enabling higher pensions to be 
provided. 

68. Owing to the fact that lump-sum payments at 
retirement are not normally permitted, any part of a 
scheme which provides a lump-sum retirement 
benefit is disapproved. Normally payments for 
‘disapproved’ benefits are met out of the employer's 
contribution which is allowed as a charge against 
profits in any event, but a proportion of the invest- 

»-ment income is taxed. To avoid this split of invest- 
ment income between taxed and free-of-tax income, 
it is possible to arrange for the scheme to be, for 
example, 80 per cent funded, the employer restricting 
his payments accordingly. The percentage fixed 
should be sufficient to maintain solvency as regards 
pension benefits, and the lump-sum payments are 
then made direct by the employer who regards them 
as part of his contribution. Alternatively the lump- 
sum benefits may be made the subject of a separate 
scheme. 


Section 388 

69. Approval under Section 388 is not as far- 
reaching as approval under Section 379 and for this 
reason many of the restrictions and safeguards 

В pplicable to Section 379 schemes do not apply. If 
paid to a life office the employees’ contributions are 
treated for tax purposes as life assurance premiums. 
The interest on investments is taxable although the 
rate varies according to whether the scheme is 
privately administered or placed with a life office and 
whether providing deferred annuities or endowment 
assurances. When the scheme is to provide pensions 
or deferred annuities, the amount of pension paid in 
any tax year can be set off against income from 
investments and tax recovered on this sum. If the 
scheme is placed with a life office this right of set off 
applies to the life office pensions business as a whole 
(excluding schemes approved under Section 379) and 
not to the individual scheme. The benefits of a scheme 
under Section 388 need not be taken wholly as a 

à pension, up to 25 per cent of the pension can be 

' taken as a lump-sum payment free of tax. Nor is 
tax payable on withdrawal benefits. 

7o. It will be obvious that Section 388 approval 
will suit top-hat schemes or schemes dealing with 
lower paid employees who pay tax at rates covered 
by life assurance relief or schemes where there is a 
very considerable turnover of employees, but since 
the Finance Act, 1956, the vast majority of. normal 
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retirement benefit schemes prefer approval under 
Section 379. 


Widows' benefits . 


71. Contributions by an employee to a widows' 
fund of which membership is a condition of employ- 
ment are entitled to life assurance relief under 
Section 225 (1) (b) and are therefore excluded by 
Section 379 (1) (6) from approval under Section 379. 
If approval for a widows’ scheme or for widows’ 
benefits in a retirement scheme is required under 
Section 379, membership of the scheme or of this 
part of it must be voluntary. 


Valuations and Guarantees 
Actuarial valuations 


72. 1f the only calculation necessary to set up a 
pension scheme was to decide what sum of money 
each year must be paid at a given rate of interest to 
reach a certain amount at retirement age, the calcula- 
tion could be done easily enough by any accountant. 

73. There are, however, other factors which must 
be taken into account, such as rates of mortality and 
withdrawal of employees, the incidence of ill health 
and early retirement, the effect of transfers and paid- 
up pensions. The rate of interest itself may not be 
guaranteed and will have to be assumed when cal- 
culating pensions for a period of thirty or forty years 
ahead. Having settled all these factors there is still 
to be determined the sum which must be provided at 
retirement to meet any given pension commitment 
which sum is itself affected by the rates of mortality 
of the pensioners and the amount of death benefit 
which may be payable after retirement. 

74. These factors make it advisable if not essential 
to obtain advice from an actuary, whose special 
training in and knowledge of these matters and whose 
experience of other pension schemes enables him to 
provide the correct relationship between pension 
and contributions. When a scheme is set up, the 
relationship of contribution to pension must be 
determined and it is desirable that this relationship 
should remain stable for many years. 

75. Life offices have predetermined tables of rates 
according to the basis of employees’ contributions 
and the desired rate of pension, and these will enable 
them to provide the employer with the estimated 
amount of his own contribution during the first year 
or two. If the scheme is insured on these terms a 
contract will be drawn up between the trustees of 
the scheme or the employer and the life office, on 
which the scheme itself will be based. This contract 
will cover the various benefits to be provided which 
will be paid as laid down either to the trustees of the 
scheme or direct to the beneficiaries. 

76. In this event no valuation of the scheme by 
itself will ever take place, it will be merged with all 
the other schemes covered by the life office, who 
periodically carry out a revaluation of their schemes ' 
as a whole and decide whether any revision of their 
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tables of rates is necessary. Most life office contracts 
provide that the table of rates will remain in force 
for at least five years. In schemes assured on an 
annual premium basis the rates will in all probability 
continue for all existing contracts. In the case of 
schemes assured on the more usual single premium 
basis however, any revision of the rates may apply 
to all future purchases of pension rights. 

77. When the advice of a consulting actuary is 
sought he will have no ready-made scheme to advance 
and will require to know in full detail the require- 
ments of the employer and various particulars which 
will allow him to make a fair assessment of the 
employees to be covered by the scheme. He will have 
no knowledge of the general level of health of the 
individuals who are to be included in the scheme, 
and little idea of the investment policy which will 
be followed or of its effect on the scheme and he 
must therefore adopt rates which seem to him in the 
light of his general experience to be the most appro- 
priate to the type of scheme and to the body of people 
concerned. 

78. While it is true that the accountant produces 
the scheme's accounts to show what has happened 
to the income received, these accounts by themselves 
do not give any clear indication of the ability of the 
scheme to fulfil the promises it has made to pay the 
benefits when these become due. For this reason, 
unless the scheme has been insured with a life office, 
the actuary must check periodically whether his 


assumptions have been proved sufficiently correct to ` 


maintain the solvency of the scheme. This valuation 
is usually completed every five years but in certain 
circumstances, as for example when a final salary 
scheme is in operation and pensionable salaries have 
greatly increased for some reason not anticipated, a 
valuation should be carried out more often. In such a 
case when the experience of the scheme is not yet 
sufficient or the scheme itself is too small to provide 
adequate statistical data on which to base his calcula- 
tons, the actuary may continue to use the same 
factors as before unless indications are given to him 
to the contrary. In larger or older schemes he would 
. assess the correctness of the factors previously used 
on the experience of the scheme itself, amending 
them when necessary. 

Comparison of capital value of pension at age 65 provided by 
payments of £26 per annum from the ages stated with the 


value of similar payments accumulated at 4 per cent per annum 
compound 











Accumulated Capital 















at 4 percent} value of Death 
Age per annum! Pension Benefit? 
£ £ 
20 3,147 3,909 1,170 
39 1,915 2,125 910 
40 1,083 1,109 б5о 
5o 521 498 390 


" 2 Invested at end of each year. 
2 Redu@ing each year by amount of pension paid. 
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79. It is interesting to see the effect of these 
additional factors on the value of the sum accumu- 
lated to meet the pension and I give below the capital 
values of the pension earned at age 65 in a scheme, 
which is based on a 4 per cent rate of interest from a 
contribution of £26 per annum from each of the 
given ages. These figures are compared with the same 
contribution accumulated at a steady 4 per cent 
compound interest. In addition to the pension, the 
scheme provides a lump-sum death benefit after 
retirement and this must also be taken into account 
in comparing the figures, 

80. The actuarial valuation compares the present 
value of the liabilities of the scheme with the value 
of the fund at the date of valuation and, if future 
benefits have been taken into account, the value of 
future contributions. No matter how carefully an 
actuary makes his assumptions, it is extremely 
unlikely that the present value of the promised 
benefits at any date will be precisely equal to the 
amount of the fund. Generally there would Бе ае 
surplus but occasionally, alas, a deficiency. | 

81. The value of the fund is normally represented 
in this comparison by the assets at book value, 
although their market value may be lower or higher 
than this. In a continuing scheme it is the income- 
earning capacity of these assets and not their capital 
value which is important. If the income is maintained 
therefore, it is unlikely that a fall in market value 
which coincides with the valuation date would be 
regarded by the actuary as affecting the solvency of 
the scheme, unless there is a danger that some of the 
assets would have to be realized at their depreciated 
value as for example in a closed scheme which is 
drawing on its capital to meet the final liabilities. 
If there is an appreciation in market value the 
increase in income which normally accompanies ™ 
will tend to produce surpluses at each valuation and 
account must not be taken of both the effect of this 
increased income in the future and the appreciation 
in market value. 

82. Since the main purpose of a retirement benefit 
scheme is to provide pension benefits it follows that 
the real state of affairs is disclosed not by the accounts 
alone but by the accounts and the valuation reports 
read in conjunction. If there is a surplus, it may 
permit some increase in benefit or alternatively some 
reduction in contributions. If there is a deficiency or 
even the prospect of a deficiency then changes must 
be made to render the scheme solvent. 


Guarantees by the employer 


83. In some schemes employers give guarantees to 
the trustees of the scheme. These guarantees may 
take one of two forms, either a guarantee of the rate 
of interest to be earned by the scheme or a guarantee 
of solvency. A guarantee of the rate of interest 
enables the actuary to base his calculations on that 
rate of interest from the beginning of the scheme. 
On some occasions, however, such a guarantee may 
affect the trustees’ investment policy with the result 
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that the rate of interest earned is not the highest 
possible. An interest guarantee may take various 
forms of which the following are examples: 

(i) the employer guarantees a specific rate of 
interest, and each year agrees to make good any 
short-fall in the income; 

(ii) the employer guarantees that the interest 
earned by the scheme during the period 
between two valuations is not less than the 
amount required at the rate agreed with the 
actuary. 

84. A guarantee of interest is not a heavy commit- 
ment on an employer and makes for a more stable 
relationship between contributions and pension and 
one which is generally more favourable to members 
than it would otherwise be. 

85. A guarantee of solvency by an employer is a 
very different matter. In giving a guarantee of this 
nature the employer is saddling himself with virtually 
unlimited liability. In a final salary scheme the 
- employer is doing just this, in any event in so far as 

deficiencies arise from increases in salary. While it is 
comforting for the employee to know that the scheme 
is guaranteed there may be certain disadvantages 
other than the financial one to the employer. Since 
the net liability is his, the employer may ensure that 
the control of the scheme must lie in his hands, and 
he may tend to keep benefits low or to prevent the 
scheme being upgraded to levels more appropriate 
to the present day in order to avoid increasing his 
possible liability. In extreme cases his fear of defi- 
ciency may have a braking effect on the distribution 
of any valuation surplus genuinely available for this 
purpose. 

86. The fact that no guarantee of solvency is 

included in the scheme need not mean that benevolent 

employers will not make good a deficiency, and I 
consider that an explicit guarantee of solvency is 
undesirable. 


Treatment of deficiencies 


87. If for some reason a deficiency occurs when a 
valuation is made, which the employer is not bound 
to make good, and it seems to the actuary that sub- 
sequent events wil not of themselves clear the 
deficiency, then changes must be made in the 
scheme. These fall into two parts: 

(i) steps to clear the deficit incurred to date; and 

(ii) steps to prevent the deficit recurring. 

The second of these steps is comparatively easy. A 
readjustment of contributions and/or pension or 
other benefits must be made as regards future service. 
This may be unpalatable but the longer the change is 
' delayed the greater the deficiency becomes. Since a 
scheme must remain solvent, many schemes include a 
rule giving the trustees power to amend the rules in 
such circumstances without reference to the members. 
It is preferable that any amendment in such circum- 
stances should be sufficiently drastic to avoid a 
recurrence of the deficiency in a few years' time. 
88. There is little doubt that the most satisfactory 
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way to deal with the deficiency already incurred is for 
the employer to clear this by a single payment or a 
series of payments spread over ten or more years 
(refer paragraph 62). If, hawever, the employer will 
not shoulder this liability then it must be dealt with 
in the scheme itself, and this is not easy. Any effort 
to resolve this deficiency by an alteration of rates of 
contribution or benefit in the future would react 
unfairly as between employee and pensioner and 
employee and employee, and should preferably not 
be attempted. One reasonable method is to reduce 
the benefits acquired during the period in which the 
deficiency arose. This, however, is not straight- 
forward as some members will have retired and be 
drawing their pensions. The undesirability of altering 
the pensions of these members will mean that the 
adjustment on the remainder will have to be slightly 
greater. 

89. The difficulties outlined above, however, 
seldom arise if the factors used by the actuary are 
soundly based and final salaries where they are an 
integral part of the calculations are estimated 
realistically. 


Investments 
Value of equities 


go. If no special powers are taken in the trust deed 
of a privately administered scheme, investment may 
only be made in gilt-edge and other trustee securities. 
In the majority of trust deeds drawn before the 
war, investment was limited to these and similar 
categories of securities. After the war, however, 
trustees of pension funds began to appreciate the 
advantages of placing some of their money in the 
equity market and many trustees amended their rules 
to allow this to be done. Some trustees, however, 
had doubts about this development, not only on 
account of the risk of investing in equities but also 
because of the effect which such investments might 
have on the contributors’ faith in their trustees. 
During the past twelve or fifteen years, however, the 
tendency to invest in equities has grown very 
considerably and while many deeds drawn today 
give at least a limited power to the trustees to invest 
in shares of this nature, some deeds do not fetter the 
trustees in any way. 'l'he advantages of investing in 
equities could perhaps be summarized as follows: 

(i) to obtain a higher return over the period of 
investment than is possible in fixed interest 
stocks; 

(ii) to meet the inflationary trend which, by its 
nature, should ensure an increased dividend 
and thus allow pensions to be maintained more 
closely to the cost of living; 

(iii) to allow investment of money to be made when 
conditions were unsuitable in the fixed interest 
market; 

(iv) to avoid the loss of income which occurs when 
redemptions of high yielding fixed interest 
stocks must be reinvested at times when 
interest rates are low. t 
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91. Undoubtedly the most important of these is to 
obtain a higher yield than could be obtained from 
fixed interest investments. The importance of this 
consideration cannot be overstated as the following 
table shows: 


Amount to which f; 100 increases at Compound Interest 





Rate of Interest 


34 4 5 6 7 
per per per | per per 
cent cent cent | cent cent 

Invested for £ £ £ £ £ 
10 years 141 148 162 179 19 
20 » 199 219 265 320 387 
30» 280 324 432 574 761 
40 » 396 480 704 | 1,028) 1,497 
59 » 558 710 |1,146 | 1,842] 2,945 





92. From this it will be seen that if a scheme has 
based its pension on a rate of 4 per cent and money 
can be invested to yield over the period of its invest- 
ment an average of between 6 per cent and 7 per cent, 
then after thirty years the pension earned by the 
contributions paid thirty years previously can be 
doubled. By comparison with the return on a fixed 
interest stock, the yield of a first-class equity share 
based on the sum invested may reach a surprisingly 
high figure. Some interesting tables were given in 
The Financial Times? earlier this year. These showed 
that dividends on ordinary shares had increased 
steadily from £329 million in 1952 to over £716 
million in 1959, indicating clearly the improvements 
that can be effected in the return from an investment 
of this type. | 

93. If trustees are persuaded of the wisdom of 
investing in equities they will all ask the question at 
some time ‘What proportion should be in equities 
and what in fixed interest stocks? There can be no 
particular figure which applies in every case. Each 
body of trustees must take a view on this point, a few 
trustees do not invest in fixed interest stocks at all, 
others consider that they should hold 25 per cent or 
so per cent of the portfolio in this class of security. 
The main object should be to obtain the highest 
prospective yield available compatible with reasonable 
security and this should always be the test. In the 
spring of this year, many pension fund investors 
believed that it was better to invest in fixed interest 
stocks giving a long-term yield of 54 per cent or 
51 per cent than to invest in first-class equities which 
at that time gave a much lower immediate yield even 
though they could be expected eventually, to increase 
their yield. It was pointed out, for example, that some 
shares would have to treble their earnings before 
they were able to improve their dividend to such a 
point as to show a better return over a lengthy period 
than fixed interest stocks. Whether this turns out to 
be a correct view we shall not know for some years 
and each group of trustees should obtain the best 
possible advice and then make up their own minds 
on matters of this nature. 


1 April 7th, 1960. 
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General 


94. Investment policy must always be determined 
to some extent by the dates on which the money is 


likely to be required. In the case of a closed fund “. 


dealing perhaps with back service pension arrange- - 
ments, the dates on which the pensions are due to be 
paid can be calculated fairly closely and the invest- 
ment policy should be laid’ down so that the money is 
available when the pensions are due. In the case of a 
continuing fund, which is gradually building up, this 
factor is not present and the money should be regarded 
as being invested for much longer periods. 

95. The problem of investing for pension funds is 
different from that of investing for private individuals 
since in the case of schemes approved under Section 
379 the whole of the tax deducted from the dividend 
is normally recoverable. It should, however, be 
borne in mind that where double tax relief is granted 
it is only the net United Kingdom rate of tax which 
is recoverable and this factor should be taken into 


account when assessing the merit of any stock ће 


dividend of which is subject to double tax relief. 


Reinsurance - ab initio 


96. Some trustees are diffident about taking on the 
responsibilities and difficulties of investing the money 
making up the fund and they seek what is perhaps the 
easier way out by purchasing deferred annuity or life 
policies from a life office. As explained earlier, this 
can be done in a variety of ways and it has the advant- 
age, particularly in a smaller scheme where there is no 
one with a wide knowledge of investment matters, of 
avoiding the responsibility for an investment policy. 
'This method will certainly ensure that the pensions 
promised are available at the time they are payable 
but it has two main disadvantages unless the 
moneys are invested in ‘with profit’ policies no steps 
can be taken through the investment policy to meet 
the need for higher pensions due to inflation; nor 
can the trustees invest in whatever market gives the 
highest prospective return at any time, they must in 
each case accept the rate of interest granted by the 
life office concerned. Whether the advantages 
outweigh the disadvantages must be a matter for each 
employer or group of trustees to decide for themselves. 
An alternative for small funds is to invest in the 
many unit trusts which themselves provide a cross 
section of fixed interest or equity investment, or both. 
There are also investment managers who specialize 
in handling the investment of pension funds. 


Reinsurance — at retirement 


97. Many small firms consider that it is not ~ 
practicable to maintain a small privately administered 
scheme because if the number of members is few, 
they may run into trouble from the actuarial point of 
view. The most likely cause of trouble in this respect 
is due to pensioners living to an abnormal age and 
it is possible to off-load this liability by purchasing 
from a life office at the time of retirement, a pension 
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of the required amount. If this is taken into con- 
sideration when the scheme is originally laid down 
the actuary can make the necessary provision in his 
calculation for this method of providing the pension 
and the trustees would retain full control of the 


“scheme and its benefits while at the same time 


avoiding the danger of insolvency due to uneven 
mortality among their few pensioners. 


The Staté Scheme 


98. Since the idea of a graduated State pension 
scheme has been put forward by all political parties, 
there seems little doubt that it has come to stay and 
that April 1961 will open a new era in this country 
for State pension. 

99. The option given to all employers, whose 
employees are members of a pension scheme, to 
contract out of the graduated State scheme some or all 
of their employees, has given rise to a tremendous 
amount of additional thought in order to decide the 


` best way of exercising this option for the benefit of 


the employees. 


The graduated scheme 


тоо. The graduated State pension scheme itself is 
simple enough. Every employee over age 18 will pay a 
new lower minimum contribution which will replace 
the existing flat rate contribution. In the case of a 
man this lower minimum rate, together with the 
existing contributions to the Industrial Injuries 
scheme and the Health Service equals 15s 4d a week, 
for a woman the rate is 13s 64. Both of these lower 
rates continue to entitle the contributor to precisely 
the same benefits as before, viz. a fixed benefit of 


. 50s a week for sickness, unemployment and pension, 


with the usual dependants’ allowances, funeral 
grants, maternity benefits, etc. 

ror. It has also been decided that all contributions 
to the new Insurance Scheme (as distinct from contri- 
butions to Industrial Injuries and the Health Service) 
should be divided equally between employer and 
employee. At present the employee pays a greater 
contribution. 

102. The new minimum rate for men of 15s 4d is 
84 per cent of Го and this percentage has been fixed 
as the proportion to be paid on the earnings of each 
week, up to a maximum of £15, making the highest 
contribution for a man 25s 6d a week. For those paid 
monthly, the levels and contributions are to be 
multiplied by 44 making the minimum earnings 
£39 and the maximum £65 а month. 

103. These new graduated contributions paid in 
respect of earnings over £9 a week entitle the cón- 
tributor to two additional benefits, graduated pension 
and graduated widow’s pension. Any male contri- 
butor paying graduated contributions will acquire 
the right to graduated pension at age 65 of 6d a week 
for each [7 10s od of graduated contributions which 
he has paid by that time. A female contributor 
receives graduated pension of 6d a week from age 60 
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for each £9 of contributions which she has paid by 
that age. If retirement is postponed, contributions 
continue and additional graduated pension is paid in 
respect of the additional coptributions and in respect 
of graduated pension forgone by the delay in retire- 
ment. Married women who now pay a contribution 
to Industrial Injury only will continue to be exempt 
from payment of the new minimum but there will be 
a liability for a graduated contribution in the normal 
way if earnings exceed {£9 in any week. 

104. In view of the increase in the number of State 
pensioners which will occur during the next twenty 
years, power has been taken in the Act to increase 
the rate of contributions by amounts up to } per cent 
in each of the years 1965, 1970, 1975 and 1980. Thus 
if the scheme remains unchanged in 1980 the 
minimum contribution of 15s 4d (for men) is likely 
to have been increased by 1od on each occasion and 
to have become 18s 8d; similarly the maximum of 
25s 6d (for men) would increase by 15 6d on each 
óccasion to 31s 6d. It is the present intention of the 
Government that these increased contributions will 
not lead to any greater pension, the relationship 
between pension and contribution being adjusted 
on each occasion. 

105. Since the object of the State scheme is to 
provide in any year the bulk of the money to meet 
the benefits due in that year, there can be no real 
comparison of benefits with the benefits payable by 
a funded scheme in which the contributions are 
invested and accumulate interest which itself can 
be taken into account in determining the pension to 
be regarded as equivalent to the contributions. 

106. In addition to this basic difference, the matter 
of contracting out is clouded first. by the different 
rates of contribution which must be paid by the 
employee to secure the present basic State pension, 
Le. 8s 4d a week if contributing to the graduated 
scheme, gs 11d a week if contracted out; and secondly 
by the varying rates of increase in contribution likely 
to take place on each of the four occasions 1965, 
1970, etc., on each of which dates the contributions 
of the contracted-out employee is intended to increase 
at a rate similar to the increase paid by an employee 
contributing at the highest level of £15 a week. 


Contracting out 
107. Before an employer may apply for a certificate 
exempting certain (or all) of his employees from 
paying graduated contributions, there are three 
conditions which must apply to these employees: 
(i) they must be members of a recognized pension 
scheme;1 
(ii) they must be acquiring in the employer’s 
scheme, pension rights equal to or better 
than the graduated pension which would be 
acquired in the State scheme by contributions 
at the earnings level of £15 a week; that is, for 
а man, £2 6s 2d a year (or 104d a week) for 
each year of fifty-two contributions; 


1 Defined in Section 8 (4), National Insurance Act, 1959. 
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(iii) the pension at this level (‘equivalent pension 
benefits’) must be preserved in all circum- 
stances. 


The Act lays down how this preservation shall be 
effected, giving three alternatives: 

(i) by granting a paid-up pension; 

(ii) by transferring a paid-up pension to another 
scheme in which the employee is still con- 
tracted out of the graduated State pension 
scheme (there are certain limitations to this 
alternative); 

(iii) by the employer making a payment in lieu to 
the graduated State pension scheme of the 
amount required to increase the contracted- 
out contributions to the contribution appro- 
piiate to the maximum earnings level of £15 
for the whole of the contracted-out period 
(7s 4d a week for a man, 8s 11d for a woman) 
of which the employer has the right of recovery 
of one-half from any refund of contributions 
payable from the occupational scheme to the 
employee. 


108. A study of the contributions makes it very 
clear that all men earning less than £11 a week and 
women earning less than £10 a week will in 1961 pay 
lower contributions under the new arrangements 
than if they were contracted out. This level will rise 
slightly each time the contributions are increased. 
Since many of these contributors will also become 
entitled to a greater State pension, there must be 
very sound reasons if they are to be contracted out. 

tog. Although for each £1 of graduated contribu- 
tion, the pension return in the State scheme cannot 
compare with the return in an employer's scheme, 
owing to the initial penalty of 1s 7d a week for men 
who are to be contracted out, the pension return for 
the contribution to the graduated State pension 
scheme may be greater at earnings levels over {11 
than if the amount in excess of the contracted-out 
contribution were to be paid to the employer's 
scheme. It will be found on examination that a large 
number of older employees will obtain in 1961 the 
promise of a better pension for a given contribution 
by joining the State scheme than by being con- 
tracted out and using the saving in their contribution 
to produce alternative pension from another source. 

110. There seems little doubt that more work will 
be created if some of the employees are to be con- 
tracted out, Ignoring the initial difficulties of fixing 
the lines of segregation, informing employees, 


obtaining the certificate from the Registrar, the. 


difficulties fall under two heads. 

111. A scheme to which contracted-out employees 
contribute will be subject to further State control 
than at present and amendments will have to be 
made to fulfil the conditions mentioned in paragraph 
107 which will affect all members. No amendments 
may be made to the Rules without the consent of the 
Registrar of Non-participating Employment and 
copies of the annual accounts, valuation reports and 
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such other information as he may require must be 
sent to him. 

112. Secondly, difficulties will arise in regard to 
the preservation of equivalent pension benefits. In 
genuine cases of withdrawal a decision will have to 
be taken as to the method to be adopted and the 
value of the benefit calculated. In many other 
instances where legally the employee ceases to be 
contracted out due for example to prolonged sickness, 
application will have to be made to the Minister for 
an extension of the employee’s contracted-out status. 

113. It should also be clear that any employee 
ceasing to be contracted out for any reason for 
whom a payment in lieu is made, becomes in effect 
for the whole of that contracted-out period a con- 
tributor at the maximum level of £15 a week even 
though his earnings were actually lower, and thus 
pays in the end just as much, if not more than if he 
had been contributing to the graduated scheme for 
the whole period. 


114. Unlike a funded scheme in which the pension . - 


is based on a number of predetermined factors which 
combine to produce the contribution /pension relation- 
ship, a State scheme is based largely on factors of a 
political and social aspect which can cause radical 
changes in the constitution of the scheme. It is 
therefore wise to consider what may occur in future 
years which would influence our choice now regarding 
participation or contracting out. 

115. It is extremely unlikely that any Party in 
power would be inclined to reduce rates of State 
pension but there are a number of reasons for 
thinking that the present scheme will be improved. 

116. There is little doubt that the present ceiling 
of £15 will be lifted. The general level of earnings is 


expected to increase at 2 per cent per annum; . 


whether this is optimistic or not does not affect the 
issue, provided the principle is accepted. If the 
ceiling is raised to £20 or [25 and earnings generally 
increase by 50 per cent over the same period, the 
difference 1n State pension for those retiring at this 
time between those participating and those contracted 
out will become more marked. 

117. Under the new scheme maximum pension 
cannot be paid to a man until forty-seven years have 
elapsed. This is far too long a period. Lord Beveridge 
in his report! recommended that twenty years 
should pass before full pension was obtainable; in 
fact in 1948 it was decided that ten years were 
sufficient and many persons who first came into the 
State insurance scheme in 1948 are now drawing 
full pension. It is therefore quite possible that the 
present proposals will be amended at some future 
date so as to reduce this forty-seven-year period to 
a more reasonable one. 

118. During the last ten years the level of State 
pensions has been increased on four occasions. Each. 
time the full value of the increase has been given not 
only to all contributors but also to pensioners who. 
have benefited in full without payment of any addi- 


1 Ста. 6404, paragraph 241. 
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tional contributions. If the level of State pensions is 
again increased, as it surely must be if the level of 
earnings rises at the expected rate, will it be politically 
possible to increase the basic fixed pension without 
increasing the graduated pension also? 


Future Design 


119. It is of course quite impossible to forecast 
what form retirement benefit schemes will take in the 
years ahead as this will be determined not only by 
ће decisions of the employer but also by the develop- 
nent of the State pension scheme and the taxation 
toncessions which are made available. There are, 
1owever, certain avenues of thought on which we 
might do well to ponder. 


The State scheme 


120. I start with this as it seems clear that before a 
зем private scheme can be devised the position of 
the State pension must be determined in its relation- 
ship to retirement income as a whole. I expect the 
3tate to extend its arrangements so that for the lower 
said employee at least, it will provide a sound 


foundation of pension. As the principle of the gradu- 


ited State pension becomes accepted, more employers 
will tend to build on top of this scheme rather than 
го ignore it as many are doing at present by contracting. 
jut. We may reasonably assume that eventually the 
Маје will provide one-half pension for the man 
'arning the average wage. 


Taxation 


121. This is the item that by itself exercises the 
most effective control over future retirement benefit 
ichemes. According to the way in which tax con- 
sessions can be obtained so will future schemes 
levelop. Reference has already been made to some of 
he difficulties in the way of future developments and 
tis to be hoped that these may eventually be righted. 
The Millard Tucker report made numerous sug- 
restions for the improvement of the tax treatment of 
'etirement benefit schemes, many of which, however 
iound and sensible, have not yet been implemented. 
(n spite of this report the whole system has become 
аг more complicated during the last five years, and a 
implification is well overdue. 

122. In particular, I think we shall see some 
elaxation in regard to the payment of small lump- 
um benefits on retirement; the revision of the 
egislation relating to approval of widows' pension 
chemes, which is at present manifestly unsuitable; 
ind some encouragement to provide simple works’ 
сћетез by the institution of a straightforward 
iystem of automatic approval similar to that suggested 
n the Millard Tucker report, for schemes with 
imited pension benefit. 


Preservation of pension rights 


123. It is my view that this aspect of pension 
»enefits will be very considerably developed during 
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the next few years. Such a provision — applicable 
after a minimum period of service- may even 
become necessary before Revenue approval can be 
obtained. The preservation of pension rights is a 
principle that ought to be accepted far more widely 
than it is. Its general introduction would have a 
marked effect not only on the mobility of labour 
particularly of staff employees, but also on the con- 
struction of schemes themselves, since short-service 
employees (or late entrants), for whom it is always so 
difficult to provide satisfactorily, would have acquired 
pension rights in respect of their earlier service. 


The basis of future schemes 


124. In the past, private pension schemes have 
been concerned mainly to provide benefits for the 
employee. In recent years, however, welfare schemes 
in industry have been paying more attention to 
providing assistance and help for the widow of the 
employee as well. It surely cannot be long before 
retirement benefit schemes will follow the same lead 
and pensions for widows will become as normal as 
pensions for employees. 

125. For staff employees there is a distinct tendency 
among good employers to base their pension on final 
salary. This trend will certainly continue. Parti- 
cularly if it can be accompanied by wise investment 
in equities, which will tend to relieve the employer of 
some of the added liability which is inherent in a 
final salary scheme if the level of salaries rises 
persistently. 

126. With the growth and expansion of the State 
pension the need for pensions to be provided privately 
by the employer to the extent of two-thirds of final 
salary may diminish, if my original concept of 
adequacy still holds good. 

127. It has already taken too long to persuade 
both manual workers and their employers that it is in 
everyone's interests for them to provide between 
them a reasonable pension on retirement but with 
the publicity that has recently been given to retire- 
ment benefits due to the impending changes in the 
State pension arrangements and to the ever increasing 
sales pressure of life offices, there is little doubt 
that works’ schemes will not only become more 
numerous but will be based on a higher level of 
contribution. 

128. And so in time the position will be reached 
when membership of a retirement benefit scheme, 
which provides not only a pension tied to final 
earnings but also alternative widows' pension benefits, 
will be available to all employees irrespective of 
status, and the quantum of benefit will depend on the 
level of his weekly or monthly earnings – a position 
which will extend to all employees, the benefit, at 
present enjoyed by too few, of an income after 
retirement more commensurate with earnings and 
therefore more able to provide that continuity of 
comfort and security between working life and 
retirement, which is or should be the aim of every 
retirement benefit scheme. (Conaluded.) 
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Weekly Notes 


Pennies and Pounds 


PEAKING to the North East Conference of The 
Institute of Cost and Works Accountants in New- 
castle last week-end, Mr D. A. J. Manser, a.c.w.a., 
chief accountant of a Sheffield engineering company, 
said that too much time is spent in controlling the 
expenditure of small items. He recommended that 
there should be no paper work for petty transactions 
but that ‘a responsible person, such as an office boy, 
should be sent on a daily or weekly expedition armed 
with a shopping list and a float out of the petty cash’. 
There is much in what Mr Manser says, though 
he no doubt exaggerated in order to make his point. 
There is a time for absolute accuracy in the prepara- 
tion of accounts and it will be a long time before it is 
acceptable to the law, shareholders and directors that 
standards of accuracy should be lowered in audit work. 
In this direction the most that is likely to be accept- 
able for some time is that a certain amount of clerical 
checking might be done on a sampling basis. 

The large increase in the numbers of office workers, 
despite mechanization in the office, the increased 
complexity of office work arising partly from the 
technological side and partly from intensified com- 
petition and the growth in the number of controls and 
techniques of forecasting, have brought about a big 
increase in the flow of paper. Keeping this within 
bounds has become a preoccupation of management. 
There are many occasions when a more simplified 
collection of statistics, the use of sampling methods, 
rigorous pruning of files and simplification of pay- 
ment methods can bring about valuable economies in 
space and man-power. The wider use of sampling 
techniques, avoidance of duplication of forms, filing 
of only necessary papers, payment of wages to the 
nearest five shillings and ten shillings to be adjusted 
over a period of time and the wider use of imprest 
accounting methods on stores requisitions and petty 
cash are all useful devices to be applied with discrimi- 
nation. The tide has definitely set in the way Mr 
Manser wants it to go; it is a question of how fast 


it should flow without becoming an uncontrollable 
flood. 


Down with Estate Duty 


HE Conservative Political Centre published on 
Monday a pamphlet! on estate duty prepared by 
Mr Brendon Sewill who is head of the~economic 
section of the Conservative Research Department and 
secretary to the Conservative Parliamentary Finance 


- 1 Treasure on Earth, Conservative Party Bookshop, 6 Vic- 
toria Street, London, SW1. Price 25. 
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Committee, The pamphlet is put forward as a 
personal contribution to discussion and not as an 
official Party pronouncement; all the same it is 
naturally of interest with a Conservative Chancellor’, 
at the Treasury. ^. 


Mr Sewill makes the following suggestions: 


(1) Halve all the estate duty rates, and exempt 
estates up to £4,000. 


(2) Introduce a legacy duty at the following rates: 


up to £10,000 .. sv exempt 
£10,000 to £50,000 5 per cent 
£50,000 to £100,000 .. x 10 n 
4,100,000 and over s S 1$ 55 


(3) Introduce a succession duty on estates over 
£4,000 at the following rates: 


Surviving spouse or parents Exempt 
Children, brothers, sisters 5 per cent 
Grandchildren, nephews, nieces 10 y» 
Anyone else .. PS 2 I$ oy 


(The aggregate of the three taxes not to exceed 
the old estate duty.) 


(4) Legacies up to £1,000 to be exempt from estaté d 


duty. 

(5) Reduce the 45 per cent agricultural and industrial 
assets relief, and extend the latter to shops and 
offices. 

(6) Agricultural land to be held for five years before 
qualifying for relief. 

(7) Marginal relief to consist of levying 75 per cent 
instead of 100 per cent on the amount by which 
the estate exceeds the maximum. 

(8) Wind up the National Land Fund. 


Nobody would accuse Mr Sewill of making the tax 
system less complicated. 


Contracting Out: Local Authority -~ 


Employees 


EGULATIONS? concerning the contracting 

out of local government employees from the 
graduated pension scheme to be introduced next 
April have now been made by the Minister of 
Housing and Local Government. 

As there is considerable preparatory work to be 
done, the Minister -who for some purposes is 
empowered to act on behalf of the employing 
authority — has asked local authorities to take steps 
to ensure that the necessary notices can be given to 
employees on November rst, 1960. It was obviously 
desirable that the same decision on this matter shouid 
be made in respect of all local government employees 
because of the extent to which employees transfer 
from one authority to another and this has been done. 
All male superannuable employees earning £13 per- 
week or more, and such female employees earning 
£12 per week or more, аге to be contracted out. The 
items of pay to be included in arriving at these figures 
are laid down in the regulations. In order to avoid a 





? S.I. 1960. No 1725. The National Insurance (Non-partici- 
pation— Local Government Staffs) Regulations, 1960. 
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non-participating employee oscillating between non- 
participating and participating employment it is 
further laid down that once an employee is non- 
participating he shall remain so unless his pay falls 
below frr (females Хто). The avoidance of such 
oscillation is obviously necessary administratively. 
In the case of those who are not contracted out, local 
authority superannuation scheme benefits and con- 
tributions will be appropriately reduced. 

It would thus seem that ‘local authority employees 
are to follow much the same pattern in this regard as 
many employees in industry. While it is true that 
several large employers have announced a decision 
not to contract out, it is known that many employers 
have made the opposite decision. At least 450 certifi- 
cates of non-participation have already been issued 
and there remain several months yet before the new 
scheme commences. One certificate, of course, 
covers the employees of one employer. 

It might perhaps be questioned why the limits for 
local authority staffs have been set at £13 for men 
and {£12 for women. From the point of view of ‘value 
for money’ in the new State scheme these limits are 
probably about right from the employees’ point of 
view, but having regard to the high turnover rate 
among women employees it might have been more 
logical, from the employers’ point of view, to have set 
‘he female limit at, say, £14, or even £15. 


Inland Revenue Transfers to the 
Exchequer 


[5 tax collection offices pay tax receipts into the 
clearing banks and it has been the custom for 
such collections to be transferred from those banks 
ю the Exchequer account at the Bank of England on 
Thursday in each week. This arrangement has now 
;een altered; the clearing banks will make the trans- 
‘ers two days earlier, that is to say, on Tuesdays As 
nost of the taxes collected are banked on a Saturday, 
Лиз means that the banks will have the use of the 
money for two days less, which may well have reper- 
zussions in the money market. 


U.K. Overseas Investments 


EW figures of the movement of investment 

capital and earnings into and out of the United 
Kingdom have now been published by the Board of 
Trade. The inquiry excludes portfolio investments 
ind the operations of oil and insurance companies. It 
ias been undertaken with the co-operation of about 
{,000 firms and is part of a larger plan to improve the 
зајапсе of payments statistics. Returns are to be 
quoted regularly and it is hoped to contribute data 
ibout investment for the quarterly balance of payment 
figures. Data about oil and insurance companies are 
»eing quoted separately. 

The new figures show the return earned on United 
Kingdom investments abroad and of foreign invest- 
nents in this country, as opposed to the amount paid 
ind received in dividends and interest. On the capital 
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side they give accurate information for the first time 
about the amount invested in sterling area countries 
and they add a little more information about short 
term capital movements. , 

More detailed figures for 1959 will be published 
later. The following table summarizes the information 
available so far. 


Private UNITED KINGDOM DIRECT INVESTMENT IN 1958 
AND 1959 


(excluding Oil and Insurance) 


(a) EARNINGS: £ million 
United Overseas 
Kingdom Investment 
Investment in United 
Overseas Kingdom 
19597 1958 1959% 1958 
Profits of branches .. +85 + 67 —11 — 8 
Profits of subsidiaries +139 +125 —127 —85 
Interest received or paid + 4 + 4-1 нт 
TOTAL +228 +196 —139 —94 


United Kingdom credits + United Kingdom debits — 
*Provisional results based on returns covering in 1958 70 per 
cent, by value of total profits. 


(b) INVESTMENT: £ million 
United Overseas 
Kingdom Investment 
Investment in United 
Overseas Kingdom 
1959* 1058 1959* 1958 
Unremitted profits of sub- 
sidiaries — 83 — 75 +77 +44 
Net acquisition of share and 
loan capital — 42 — 41 +26 21 
Change in branch indebted- 
ness — 31 — 16 +5 +11 
Change in " jnter-company 
accounts os .. — 19 — 13 +9 +i 
TOTAL —175 —145 +117 +87 


Overseas Investment in United Kingdom + 
United Kingdom Overseas Investment — 
*Provisional results based on returns covering in 1958 70 per 
cent by value of total profits. 


Salaried Workers’ Earnings 


NOTHER gap in our national statistics, that 

relating to earnings of salaried workers, appears 

to be in the process of being filled. The Ministry of 

Labour Gazette for September includes an account of 

the first annual inquiry into the earnings of admini- 

strative, technical and clerical employees and the 
principal findings of that inquiry. 

The Ministry carried out the inquiry under the 
statutory powers given by the Statistics of Trade Áct. 
Firms with under twenty-five employees of all kinds 
were exempt, whilst a 5o per cent sample of all firms 
employing between twenty-five and ninety-nine per- 
sons was included. Forms were sent to all firms with 
one hundred or more employees. Employers were 
asked to state, in respect of the last pay week in Octo- 
ber 1959, the number of weekly paid staff covered by 
the inquiry and the gross earnings of this staff, with a ' 
distinction between males and females, to be shown. 
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For staff paid monthly, the numbers as for males and 
females and their gross earnings for October were 
required, Earnings were to include bonuses, commis- 
sions and non-contractugl gifts. Where bonuses or 
commissions were paid at less frequent intervals than 
one month, a pro-rata estimate had to be excluded. 
Returns covering 87 per cent of all salaried em- 
ployees were received. Nearly 55 per cent of male and 
83 per cent of female employees covered by the in- 
quiry are paid weekly. Average earnings of male 
weekly-paid staff amounted to £14 3s, that of 
female staff just over half this amount. Of the broad 
industrial groups distinguished in the inquiry, 
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vehicles showed the highest average earnings ~ 
£15 35; mining and quarrying were the lowest ~ 
£11 35 (both for male employees). 

Average weekly equivalent for male employees paid : 
monthly, amounted to £22 14s with shipbuilding - 
and marine engineering returning the highest figures, 
— £28 10s; and gas, electricity and water, the lowest 
— £18 7s. Average earnings of monthly-paid female 
employees were only 44 per cent of the male average, 

This kind of information will become even more 
valuable when it becomes possible to compare year- 
by-year changes in salary earnings with changes in the 
earnings of wage-earners. 





This is My Life... 
by An Industrious Accountant 


CHAPTER 46 


UR cash-in-transit insurance was always a 

routine arrangement. We paid a premium of less 
than {20 and in return we were covered for losses 
arising out of carrying lodgements to the bank and 
withdrawing weekly wages, in respect of which we 
furnished our underwriters with an annual return of 
the amounts involved. The losses reimbursed, be it 
noted, were financial; nothing was paid for physical 
damage or mental worry. 

Not that such incidents ever occurred. Each 
Thursday, we finished our payroll by lunchtime, and 
phoned the cash analysis to the bank; each Friday 
that helpful institution opened its side-door at 
9.15 a.m. Sharp on time, the cashier and I would 
arrive to collect the ready bags of currency in ex- 
change for our cheque, while our car and chauffeur 
stood vigilantly outside; all went well. Even the 
constable on the beat, who was supposed to maintain 
a special watch, was so inured to the safe routine 
that he was often seen half a mile from the bank as 
we withdrew from its portals. 

Nevertheless, it was a shock last Thursday night 
when a peremptory knock on my door was followed 
by the entry of our very able district inspector and 
his hefty sergeant. With stern composure they 
enlightened me. On reliable information, they 
expected a wages-snatch tomorrow and must request 
my co-operation; all was arranged. My suggestions 
of changing the time-table, or of borrowing a Sten- 
gun and blazing defiance, received amused denial; 
on the contrary, I must perform as usual. In short, 
I was the bait. 

I slept badly that night. How many accountants 
can tell off-hand what recompense their firm is 
pledged to pay to officials bludgeoned into insensi- 
bility, possibly into pulp, in the due performance of 
their duties? : 


But we were superb that morning. With casual 
nonchalance, with debonair gaiety, we drew our 
money and chatted with our bank manager. Little 
did he know that the rug in the back of our car 


concealed the sergeant; that the shabby old tourer in ~~ 


the ‘side-street opposite contained three hidden 
colleagues; that adjoining shops bristled with re- 
inforcements. The trap was set; the decoy was even 
pledged to offer no resistance. 

White of face, but with upper lips stiffly set, we 
emerged on the pavement, feeling like that ‘Ave, 
Caesar, we about to die salute thee' gang. Nothing 
was in sight. Then from nowhere, a sleek black 
racing car shot alongside . . . two goggled, helmeted 
heads . . . it stopped sharply . . . someone rose gun in 
hand and shouted ‘Hey, mister!’. 

The sergeant’s shrill whistle rang out... I 
nearly swallowed my cigarette . . . chaos followed. 
Our cashier clutched the bag instinctively and ignoring 
all orders, plunged for the car; he crashed into the 


officer emerging and they fell together. Several 7 


powerful constables came sprinting from all directions. 
Our tourer shot across the road with astonishing 
acceleration, locked the racer's bumper devastatingly, 
and mounted the footpath in front of it. The trap 
was sprung; the victim was caught. 

The schoolboy with the plastic ray-gun stood 

fascinated in the car, his inquiry about the right 
road to the station dying on his lips. 'The driver, a 
pretty youngster with a golden pony-tail emerging 
from her white crash-helmet, gazed at us all with the 
utmost composure and remarked: ‘Nice work, Ben 
Hur. Bit early to be drunk, so it’s probably coke.’ 
Then the glaring crowd suddenly shattered her 
poise and she said limply: ‘Golly! Wait till Daddy 
sees that bumper.’ 
- It seemed, I thought, to be a moment for delicacy. 
The expression on the superintendent’s face, the 
swelling chorus of questions from the crowd, the 
bank manager haw-hawing on the steps . . . it was all 
too painful. We gathered ourselves rapidly, backed 
out and sped away to the office; the tumult and the 
shouting died behind us. 

We've never had any interference with our wage 
collection since. 
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: Finance and 
Commerce 


Williams & Williams 


N considering the accounts of Williams & Williams 
Ltd for the year ended April 30th, 1960, which 
are the subject of this week's reprint, a great deal of 
background information is necessary. The company is 
now being, and has already been extensively re- 
organized by a new board of directors headed by 
MrS. К. Hogg, D.s.0., M.C., F.C.A., who was responsible 
for the successful reorganization of Miles Aircraft and 
"Canadian & English Stores. 
On the suggestion of the company's bankers, Mr 
. Hogg was appointed chairman from February 11th, 
1960, when the old board resigned. Glyn Mills then 
made {500,000 of new money available at 1 per cent 
over Bank rate, with a minimum of 5 per cent. 
Approval of holders of the £750,000 of 5} per cent 
debentures had to be obtained for the raising of the 
new money, and was obtained on the condition that 
the debenture interest should be raised to 6 per cent 
while the new loan was outstanding. It is hoped to 
eliminate the bank loan by midsummer 1964. 

With these preliminaries completed, the whole of 
the production, sales and financial control of the 
home end of the business was reviewed with the 

-object of obtaining economies and increased efficiency. 
Since February, the chairman has undertaken many 
long and arduous journeys abroad ~ to Canada (twice), 
the United States, Peru, Nigeria, South Africa and 
Belgium. In some cases plants have been closed 
down, in others companies have been liquidated and 
there has been a general concentration. 


Inadequacies 


The trading results for the year under review, as 
Shown in the company's accounts, speak for them- 
selves. The losses, Mr Hogg comments, as far as can 
be seen, 'resulted from acceptance of contracts at 
unprofitable prices and underestimating of the cost 
of site installation, complete lack of any settled 
policy by the board, totally inadequate costing and 
budgetary control, and presumably the inability of the 

"board to determine what steps they should or could 
take to cope with the increasing trade difficulties, so 
that in fact the executives were left either with 
contradictory instructions or, what might have been 
better, no instructions at all. Generally it is im- 
possible to escape the conclusion that the bad and 
inattentive management contributed very materially 
to the unsatisfactory trading results’. 
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In the accounts, the profit and loss account has 
been, drawn up to show the results of the overseas 
companies -separately from those of the United 
Kingdom companies. Some-of the overseas concerns 
operate in countries in which, because of exchange 
controls, locally earned profits are not necessarily 
available for remittance to the United Kingdom. To 
have shown the results in one global figure, it was 


.considered, would have tended to mask the true 
position. 


Fierce Competition 


Commenting on the current position of the company, 
Mr Hogg says that in the home market the order book 
is well maintained and that although ‘quite serious 
losses are still arising in certain plants, the re- 
organization and changes already made are beginning 
to bear fruit, with the result that the overall trading 
position in the United Kingdom is looking more 
healthy and satisfactory than it was when the new 
board assumed responsibility only seven months 
ago’. Overseas, the dead wood has been cut out and 
all known losses have been provided for. 

Conditions on the Continent and in South Africa 
are difficult and competition is keen, and both in 
Europe and in Africa there may be some recession in 
current year profits. 

Fierce competition and low profit margins now 
apply to the window industry as a whole, but Mr 
Hogg states that considerable expenditure is already 
authorized to equip the company's units with more 
modern plant and machinery, and all areas of re- 
search, design and technical development are being 
explored. ‘Plant must be kept up-to-date, research 
must be maintained, whatever happens', he says. 


New Form 


НЕ accounts of Romac Industries Ltd – а name 

readily associated with the car accessory industry 
— have been remodelled this year in order, to use the 
chairman's words, ‘to accord with modern practice’. 
The profit and loss account and the balance sheet 
are both contained in a double-quarto opening in the 
centre pages of the report, and the notes providing 
the detail are on the following page. 

'The balance sheet is in columnar form with some 
groups of figures ‘boxed’ in order to obviate the need 
for an additional column for sub-totals. The profit 
and loss account is combined with a form of appropri- 
ation account. In the Romac organization there is a 
French subsidiary but the directors consider that in 
view of the comparatively small figures involved 
group accounts would be of no real value to members. 

The interest in the subsidiary stands at £979 in 
the Romac balance sheet. In the notes it is shown 
that the subsidiary's profit for the past year was 
£1,526 gross and £763 net which, together with the 
amount brought forward, gives a credit balance of 
£1,625 no part of which has been dealt with in the 
holding company’s accounts. . 
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WILLIAMS & WILLIAMS LIMITED 


Notes on Accounts 
For the year ended 30th April, 1960 


HOLDING COMPANY: 


(a) General Reserve— 
Balance at 30th April, 1959 
Less Amount transferred to Profit & Loss Account 
(Holding Company) ... s.. see .. ose ase 


(b) Foreign Trade and Exchange Reserve— 
As аг 30th April, 1959 
Less Amount transferred to Profit & ‘Loss Account 
(Holding Company) ... ... .. a. на 


(c) At 30th April, 1960, there were Contingent Liabili- 


aes ot:— 
(1) £5,250 in respect of partly-paid Shares in 
certain Subsidiaries. 
(2) £127,849 in respect of Guarantees given on 
behalf of Overseas Subsidiaries. 

(d) The Bank Overdraft is secured by two Debentures 
for £250,000 each and a further issue of £250,000 
Debenture Stock issued as collateral security. All 
these rank pari passu with the £750,000 Debenture 
Stock shown in the Balance Sheet. 

(e) Preference Dividend for che half-year to 30th April, 
1960, gross £1,516, is in arrears, 


GROUP: 


(a) Capital Reserves— 
As at 30th April, 1959... ,.. ... 
Less Capital Reserves pertaining to Overseas. Sub- 
sidiaries sold during year ees P 


(b) General Reserves (including Foreign Trade and 
Exchange Reserve 
As at 30th April, 1959 e .. 
Less Amount transferred to credit of “Profit and 
Loss Account sae sea e ax о сиве mes ae 


Add Amount written off Goodwill in Accounts of 
an Overseas Subsidiary m 

Less Adjustment arising on Goodwill, etc. "from 
non-consolidation of Subsidiaries this year ... 


Surplus arising on sale of shares in Overseas Sub- 
si iary asa oee coo ooo aso воз owo ooo ons 


Less Internat Group Reserves against amounts 
owing by certain Subsidiaries now transferred 
on those Subsidiaries not being brought into 
consolidation this year... see sse nee ne 


(c) Of the amounts written off Current Accounts with 
Subsidiary Companies not consolidated £84,753 
had been provided as at the end of last year and 
£350,366 has been charged in the Consolidated 
Profit and Loss Account during the year under 
review. 


(d) There were no commitments in respect of Capital 
Expenditure at 30th April, 1960 (last year £20,000). 


(e) In the case of Subsidiaries abroad there were Con- 
tingent Liabilities amounting to £105,385 in respect 
of Bills discounted and Guarantees. In addition 
there were Contingent Liabilities in respect of 
Guarantees amounting to approximately £140,000 
given on behalf of Subsidiaries not~brought into 
consolidation. 


(f) Amounts in respect of Subsidiaries abroad have 
been converted at the appropriate rate of exchange 
ruling at 30th April, 1960. A surplus of £41,720 
arises on conversion, and this is shown in the 
Reserves, 


(g) Additional United Kingdom taxes would be payable 
if that part of the balances on Profit and Loss 
Account which relates to Overseas Subsidiaries 
were transferred to this country. 


(h) In the case of certain Subsidiaries operating over- 

seas the Annual Accounts for reasons of administ- 
convenience are closed on dates other than 
pril. 


ratiy: 
30th 


2,881 
2,386 
495 
10,804 


—— 








389,933 
13,519 
£376,414 
1,186,764 
151,957 
1,034,807 


11,299 
1,046,106 





74.559 
4971.547 
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CITY NOTES 


НЕ stock-markets are still on the bull and bear 
see-saw. In September, the equity market lost 
much of the ground gained during July and August 
and so far this month a certain amount has been 
regained. By their nature, the stock-markets cannot 
stand still — there is always an ebb and flow of buying 


and selling. 


Theoretically the markets should have been stand- 
ing still these past three months or so and on balance 
that is what has happened. The interim periods of 
depression and rally, however, naturally give great 
scope for weighty argument on the true course of the 


market. 


Traditionally the market attempts to discount the 
future six months ahead but there are times when 
there are so many unknown quantities in the stock- 
market equation that a true solution and a reliable 
view of the future is extremely difficult to take. 

If there is a trend in the market at all now it is away _ 
from highly priced growth shares and towards higher." 
yielding equities and fixed interest stocks — a trend 
which hardly suggests any great degree of confidence 


in the immediate outlook. 


RATES AND PRICES 
Closing prices, Wednesday, October 12th, 1960 


Tax Reserve Certificates: interest rate (29.6.60) 3196 


Bank Rate 
Sept. 19, 1957 7% Aug. 14, 1958 4% 
Маг, 20, 1958 6% Nov. 20, 1958 4% 
May 22, 1958 54% Jan. 21, 1960 5% 
June 19, 1958 5% June 23, 1960 6% 


Treasury Bills 


Exchequer 54% 1966 984 
Funding 3% 66-68 814 
Funding 3% 59-69 — 8oi 
Funding 32% 99-04 64% 


Aug. 5 £5 115 7'174% Sept.g £5 10s 2°26d% 
Aug.12 £5 118 5°85d% Sept. 16 £5 10s 2:144% 
Aug. 19 £5 115 878d% Sept.23 £5 9s 10°25d% 
Aug. 26 £5 115 9:050% берт. зо £5 11s 3°65d% 
Sept.2 £5 115 9'3384% Oct. 7 £5 I1$ 352d% 
Money Rates 
Day to day 44-5395, Bank Bills 
7 days 5-54% 2 months 5581-5 289% 
Fine "Trade Bills 3 months 581—5 22% 
3 months oe 4 months 592—5 8 96 
4 months 64-7% 6 months 59-58% 
6 months 61-7196 
Foreign Exchanges 
New York 2808-1 Frankfurt 11:72-3 
Montreal 27751515 Milan 17424—3% 
Amsterdam 10°594-$ Oslo 20"02 4-6 
Brussels i4008í—09j Paris 137791-—80 
Copenhagen 19:34-$ Zürich 12:10 
Gilt-edged 
Consols 24% 451 Funding 4% 60-90 87 xd 
Consols 495 . . 68i Savings 24% 64-67 82íixd 
7 War Loan 32% 61% Savings 3% 5565 88H 
Conversion 34% 591$ Savings 3% 6 98% 
Conversion 34% 1969 83 ў Savings 3% "diis 91 


‘Treasury 24% 44 
Treasury 34% 77-80 
‘Treasury 34% 79-81 
Victory 4% 
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Banquet in Guildhall 


THE INSTITUTE’S EIGHTIETH ANNIVERSARY 


The eightieth anniversary of the grant of the Royal 
Charter to The Institute of Chartered Accountants in 
England and Wales was celebrated by a banquet held 
in Guildhall, London, last Monday. The President of 
the Institute, Mr S. John Pears, Е.С.А., was in the chair, 
and the assembly of nearly 700 members and guests 
included many distinguished personalities of public 
life and the professions in this country and abroad. 
The principal guests were: The Lord Parker of 
Waddington, Lord Chief Justice of England; The Vis- 
count Amory of Tiverton, The Bishop of London, The 
Lord Mills, K.B.E., Paymaster-General; and Mr S. J. 
Seidman, c.p.a., Immediate Past President of the 
American Institute of Certified Public Accountants. 


Guests 


'The full list of guests is as follows: 


Mr W. G. Agnew, c.v.o. (Clerk of the Privy Council); 
The Viscount Amory of Tiverton; Messrs R. W. Bankes, 
C.B.E; T. E. Chester Barratt (Chief Commoner); С. Basu 
(Past President, The Institute of Chartered Accountants of 
India); Sir Pridham Baulkwill, c.B.E. (The Public Trustee); 
Messrs P. Bareau (City Editor, ‘News Chronicle’); Frank 
Booth (Chairman, The Association of Scottish Chartered 
Accountants in London); Roy Borneman, Q.c.; W. J. S. 
Bosworth (The Rhodesia Society of Accountants); Sir Frank 
Bower, С.В.Е. (Past President, Association of British Chambers 
of Commerce); Mr Н. Brænde (Vice-President, Norges 
Statsautoriserte Revisorers Forening); The Rt. Hon. Sir 
Norman Brook, c.c.B. (Secretary of the Cabinet and Joint 
Permanent Secretary of the Treasury); Rear-Admiral P. W. 
Burnett, C.B.E., D.S.O., D.S.C. (Secretary, The Royal Institu- 
tion of Chartered Surveyors). 

Messrs G. E. Cameron (President, The Institute of Char- 
tered Accountants in Ireland); K. LeM. Carter (The Canadian 


'The President of the Insti 


Institute of Chartered Accountants); R. J. Carter (Secretary, 
The Chartered Accountant Students Society of London), 
R. Casas-Alatriste H.; S. Paul Chambers, C.B., С.1.Е.; L. Е. 
Cheyney (Secretary, The Institute of Municipal Treasurers 
and Accountants); H. A. L. Cockerell (Secretary, The 
Chartered Insurance Institute); The Lord Cohen (Lord of 
Appeal); Sir George Coldstream, K.C.B., Q.C. (Clerk of the 
Crown in Chancery and Permanent Secretary to the Lord 
Chancellor); Messrs С. J. Cole; T. Kingsley Collett, C.B.E., 
с.с.; Sir Edmund Compton, K.B.E., C.B. (Comptroller and 
Auditor-General); Sir Cecil Crabbe (Chief Registrar of 
Friendly Societies and Industrial Assurance Commissioner); 
Messrs D. Dale (City Editor, ‘Daily Mirror’); J. G. W. 
Davies, 0.B.E. (Secretary, University of Cambridge Appoint- 
ments Board); W. A. Dean (Joint Council of The Societies of 
Chartered Accountants of South Africa); J. G..Duft (The 
Institute of Chartered Accountants in Australia); Sir James 
Dunnett, с.в., C.M.G. (Permanent Secretary, Ministry of 
Transport); Mr D. du Pré (Secretary, The Institute of Cost 
and Works Accountants). 

Messrs F. Ellis (City Editor, ‘Daily Express’); C. E. Escritt 
(Secretary, Oxford University Appointments Committee); 
J. D. Trustram Eve (President, The Royal Institution of 
Chartered Surveyors); Sir Arthur fforde (Chairman, British 
Broadcasting Corporation); Messrs B. Forsstróm (K.H.T.- 
Yhdistys-Féreningen C.G.R.); S. Gampell (Financial Editor, 
Reuters); A. A. Garrett, M.B.E.; J. W. Gauntlett; Brigadier 
R. Е. S. Gooch, D.S.O., M.C. (Private Secretary to the Lord 
Mayor); Messrs J. Н. Gunlake, с.в.в. (President, The 
Institute of Actuaries); J. E. Harris (President, The Associa- 
tion of Certified and Corporate Accountants); D. 'T. Hicks, 
о.в.в., T.D., D.L. (President, The Law Society); С. B. C. 
Hughes (Chairman, Union of Chartered Accountant Students’ 
Societies); Percy F. Hughes. 

The Lord Jenkins (Lord of Appeal); Messrs A. R. 
Jennings (a Past President, The American Institute of 
Certified Public Accountants; K. G. Jensen (President, 
Foreningen af Statsautoriserede Revisorer); Sir Alexander 


tre), with (left to right) Sir Russell Kettle, F.c.4.; Sir Harold 
;rd Cohen; Lord Parker of Waddington. e 
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Johnston, K.B.E., С.В. (Chairman, Board of Inland Revenue); 
Sir Henry Jones, M.B.E. (Chairman, The Gas Council); Sir 
Norman Kipping (Director-General, Federation of British 
Industries); Messrs Н. M. О, Knox (Senior Deputy Chair- 
man, The Council of the Stock Exchange); J. C. Latham, D.L. 
(Director, The Association of Certified and Corporate 
Accountants); 'The Lord Latham, J.P.; Messrs Geoffrey 
Lawrence, Q.C. (Chairman, General Council of the Bar); G. 
Lee (‘The Economist’); M. A. Liddell; The Rt. Rev. The 
Rt. Hon. The Lord Bishop of London, м.с., р.р.; Mr E. 
Long (President, The Chartered Institute of Secretaries); Sir 
Thomas Lund, C.B.E. (Secretary, The Law Society). 


Messrs E. H. V. McDougall (Secretary, The Institute of 
Chartered Accountants of Scotland); A. McKellar (President, 
The Institute of Chartered Accountants of Scotland); Sir 
Roger Makins, G.C.M.G., K.C.B. (Chairman, United Kingdom 
Atomic Energy Authority); Sir Theobald Mathew, K.B.E., 
M.C. (Director of Public Prosecutions); Professor Dr A. Meier 
(Institut der Wirtschaftsprüfer); The Rt. Hon. The Lord 
Mills, K.B.E. (Paymaster-General; Mr C. D. Morley 
(Secretary, The Council of the Stock Exchange), Sir Cyril 
Musgrave, K.c.B. (Chairman, Iron and Steel Board); Mr 
E. H. Nichols, т.р. (Town Clerk); Sir Edward Norman 
(Chief Inspector of Taxes); Sir Charles Norton, M.B.E., M.C.; 
Messrs W. Stuart Orr (Secretary, The Institute of Chartered 
Accountants in Ireland); F. C. Osbourn, M.B.E. (Secretary, 
The Association of Certified and Corporate Accountants); 
The Rt. Hon. The Lord Parker of Waddington (The Lord 
Chief Justice of England); Mr J. F. Phillips, о.в.в. (Secretary, 
The Chartered Institute of Secretaries); The Lord Piercy, 
C.B.E. (Chairman, Industrial and Commercial Finance 
Corporation); Mr G. R. Pope; Sir Richard Powell, K.B.E., 
C.B., C.M.G. (Permanent Secretary, Board of Trade); Sir 
Hilton Poynton, K.c.M.c. (Permanent Secretary, Colonial 
Office); Mr L. B. Prince, c.c. 

The Lord Radcliffe, с.в.к. (Lord of Appeal); Miss 
Margaret Reid (‘The Guardian’); Messrs F. M. Richard 
(Ordre des Experts Comptables et des Comptables Agréés); 
W. S. Risk (President, The Institute of Cost and Works 
Accountants); J. J. Schellekens (Collége National des Experts 
Comptables de Belgique); J. S. Seidman (Immediate Past 
President, The American Institute of Certified Public Ac- 
countants); Dame Evelyn Sharp, р.в.Е. (Permanent Secretary, 
Ministry of Housing and Local Government), Sir Joseph 
Simpson, K.B.E. (Commissioner of Police of the Metropolis); 
Mr Rodfvay Stephens, c.c; Sir William Strath, K.C.B 
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Left to right: Sir Harold Gillett, Bt., M.C., F.C.A.; The Lord Bishop of London; Viscount Amory of Tiverton, 


(Permanent Secretary, Ministry of Aviation); Messrs C. A. 
Surtees; F. van Amerongen (Honorary Secretary, Nederlands 
Instituut van Accountants); A. E. Webb (Editor, ‘The 
Accountant’); А. L. A. West, 0.8.8. (President, The Institute 
of Municipal Treasurers and Accountants); Michael Wheeler; 
W. Whitfield; Francis Whitmore (City Editor, ‘The Daily 
Telegraph’); J. M. Williams; С. Woodcock, c.B.E. (General 
Secretary, Trades Union Congress); Colonel A. E. Young, 
C.M.G. (Commissioner of Police for the City of London). 


Members of the Institute at Table A 


The following members of the Institute were at 
Table A: 

Messrs Н, Garton Ash, о.в.в., M.C. (Past President); E. 
Baldry, 0.B.E. (Member of the Council); W. L. Barrows (Past 
President); Sir Harold M. Barton (Past President); Messrs 
T. A. Hamilton Baynes (Member of the Council); J. H. Bell 
(Member of the Council); Sir Bernhard H. Binder (Past 
President); Messrs C. W. Boyce, C.B.E. (Past President); 
P. F. Carpenter (Member of the Council); Sir William S. 
Carrington (Past President); Messrs D. A. Clarke (Member 
of the Council); L. Н. Cleaver, M.P., J.P. К 

Messrs W. С. Densem (Member of the Council); А. S. Н. 
Dicker, M.B.E. (Past President); Alderman Sir S. Harold 
Gillett, Bt., м.с. (Member of the Council); Messrs P. Е. 
Granger (Vice-President); D. V. House (Past President); 
Sir Harold G. Howitt, G.B.E., D.s.0., M.c. (Past President); 
Mr P. D. Irons, (Member of the Council); Sir Russell Kettle 
(Past President); Sir Joseph Latham, c.B.E.; Messrs W. Н. 
Lawson, c.B.E. (Past President); R. B. Leech, M.B.E., T.D. 
(Member of the Council). 

Messrs С. R. Matthews, м.р.; W. Bertram Nelson, С.В.Е. 
(Member of the Council); C. U. Peat, m.c. (Past President); 
L. W. Robson (Member of the Council); C. M. Strachan, 
0.B.E. (Member of the Council); M. Wheatley Jones (Member 
of the Council); E. F. G. Whinney (Member of the Council); 
R. P. Winter, C.B.E., M.c., T.D. (Member of the Council). 


TOAST OF ‘THE INSTITUTE’ 


The toast of “The Institute of Chartered Accountants 
in England and Wales’, was proposed by Lord Parker, 
the Lord Chief Justice. In the course of his speech he 


ur you do me tonight in 





| 
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allowing me to propose the toast of your Institute. I do it 
with very real pleasure — a pleasure which has been height- 
ened by the fact that on several occasions, as a member of 
!the Bar, I have appeared before your President acting as 
arbitrator, and I have emerged unscathed. (Laughter.) Not 
only that, but his award on at least one occasion has been 
taken up to the Courts and right on up to the House of 
Lords and has emerged triumphant, which is more than 
has happened to any of my judgments. (Laughter.) 


Eighty Years of Service 


‘This is the eightieth anniversary of the receipt of your 
Royal Charter and I am hoping that your President will 
describe the various ways in which your membership has 
increased to what I believe is the very substantial total of 
some 33,000 persons; but it is surely not merely in the 
increase of membership that this eighty years is memorable. 
Rather it is in the fact that the service that you offer has 
become essential to all of us. 

‘It is not without significance that in 1948 a Supple- 
mental Charter was obtained, recognizing as your members, 
accountants who were not only practising as public account- 
ants but who have become full-time officers in commerce 
and industry. Indeed, I venture to think that your profession 
has bade fair to take over from the legal profession the 
tradition of service which is essential to all of us alike. 

‘In many ways our professions are alike. A candidate 
must have at least some power of reasoning. It is said he 
must be lucid and precise. He certainly must have the 
power of grasping the essential facts as quickly as possible 
before the next case comes along. But above all, his 
integrity must be above suspicion and to that end we all 
work. I think it is those characteristics that make you all so 
well fitted to act, as you so often do, as arbitrators and it 
may be that in cases in the future you could be brought in 
as assessors to help the judge. 


The Professions and the Man in the Street 


‘But there is one anxiety that I have felt for some time 
about the legal profession and I only mention it because it 





The President of the Institute, Mr S. John Pears, F.C.A., 
replying to the toast of "The Institute'. 
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may be applicable also to your profession. That is, to the 
vast majority of people in this country, the work we do, 
the long training we undertake, often without any or ade- 
quate remuneration – and the remuneration that we 
achieve at the end, bearing ine mind that long training — is 
something completely unknown; and where something is 
a mystery and unknown, it is subject to suspicion. 

*Looking back to the Bank rate tribunal on which I sat, 
one thing which struck me most forcibly was this mystery 
and suspicion. To the man in the street, the fact that a 
person can deal with huge sums which to him are fabulous, 
is something he cannot understand and therefore everybody 
connected with it is suspect; and after all, that danger is 
heightened in our professions where we cannot advertise, 
where we certainly do not court publicity and where, if we 
achieve publicity, it is in some case which is news and that, 
in general, means that the accountant or the lawyer has 
been doing his best for some very dubious character. I 
venture to think there is a real danger in our professions, 
that it will be thought that our main task is to assist people 
to avoid their responsibilities, and it is for that reason — so 
far as the legal profession is concerned — that I welcome the 
action taken by the Law Society and Bar Council in associ- 
ating in the production of a documentary film explaining 
the legal profession. 

*You have many people you desire to listen to tonight and 
I think I have said enough, but I would like to say again 
how delighted I was to be asked here tonight and I would 
like now to propose the toast to your Institute, and I would 
like to couple with that the name of your President." 
(Applause.) 


THE PRESIDENT’S RESPONSE 


In the course of his reply, the President, said: 


‘We are celebrating our eightieth birthday which we 
achieved last May. Since the Royal Charter in 1880 we have 
grown from about 1,000 members at the end of our first 
year to our present membership of almost 34,000. 

‘There is a very simple reason for this continuing growth 
in the number of chartered accountants. As industry and 
commerce expanded and their problems became more 
complex, the chartered accountants of the day adapted 
themselves to the requirements and widened the scope of 
their services. Industry and commerce needed them. These 
services now cover the keeping of records and the prepara- 
tion of accounts, reporting as auditors on balance sheets 
and profit and loss accounts, the preparation of taxation 
returns and the agreement of tax assessments, costing and 
the provision of other management services, investigations 
of all kinds, acting as registrars, trustees, liquidators, 
receivers, financial advisers and arbitrators, reporting on the 
financial aspects of prospectuses and providing executives 
and administrators for industry. Our clients include many 
private individuals as well as business organizations and 
many of us act as executors of deceased estates. 


Auditing 


‘According to the Stock Exchange Official List for 1959, ot 
the companies registered in Great Britain and Ireland 
quoted on the London Stock Exchange, 98:83 per cent 
were audited by firms composed entirely of chartered 
accountants and 99:5 per cent by firms in which at least 
one partner is a chartered accountant. 

*We have long taken the view that private companies 
should not be permitted to appoint as auditors persons who 
have no qualification or unrecognized qualifications. Many 
private companies do of course appoint chartered account- 
ants as their auditors but others do not and the time for 
reform of the law has clearly come. We hope that as а 
result of the recommendations made by the chartered 
institutes and The Association of Certified and Corporate 
Accountants, the Company Law Committee presided over 
by Lord Jenkins will recommend that the provisions 
relating to qualification for appointment as auditor should 
be extended to all companies. Р 
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Taxation 


‘The Inland Revenue regard it as their duty to exact every 
penny which they conceive can be demanded under the 
law. Likewise the taxpayer regards it as his right to retain 
every penny which thé law permits him to retain. As the 
burden of taxes increases so the taxpayer and his advisers 
devote increasing time and thought to ways and means of 
alleviating this burden within the framework of the Jaw. 
"These efforts are then countered by the Inland Revenue 
where they think that the situation has become inequitable 
or that the loss of revenue has become too great. So the 
complicated process goes on. 

“It should however be recognized that the assessment and 
collection of taxes in this country depend upon the co- 
operation of the Inland Revenue authorities with industry, 
commerce, private individuals and the chartered account- 
ants and lawyers who advise and assist them. There must 
be a spirit of co-operation and trust and it is important that 
too great a gulf should not be created by the attitude of 
either the Inland Revenue or the taxpayer. For our part 
we can take pride in the fact that there is no country in the 
world where the accountancy profession has created for 
itself a position of greater trust and respect comparable 
with the position which we chartered accountants have 
long held in this country. Without us the present taxation 
system could not function. 


Investigations 


After referring to costing, and other management 
services provided by chartered accountants, the 
President continued: 

“The accounting profession established itself by recording 
and reporting on past facts presented on a particular date 
and in this respect they have performed and are performing 
a great public service. Modern industry, however, with its 
intense national and international competition and the 
huge projects which are undertaken either by private 
enterprise, nationalized bodies or by Governments, require 
an entirely new and additional technique of forming a 
reasonable estimation of the future. 

‘The major part of the development schemes must, of 
course, remain with the engineers; but the highly developed 
critical faculties of the chartered accountant, his opportuni- 
ties of finding out about local conditions, his ability to make 
others think and his outlook on many other facets outside 
pure engineering, all these put him in a position where he 
can make a not inconsiderable contribution to augment the 
engineer’s skill. 

“No less important is the proper estimation of the future 
revenue and expenditure arising from a development 
project. The assistance of chartered accountants is desirable 
if the future net income is to be estimated with reasonable 
accuracy after taking into account all relevant information. 
We know what sort of information should be obtained and 
where to look for it. Chartered accountants are now being 
used to assist in this way in large schemes both at home and 
abroad, for example hydro-electric and irrigation schemes, 
but not yet to a sufficient extent. 

‘If industry is to prosper — and indeed if it is to survive in 
the export trade — it must be efficient and enterprising. It 
is our duty to help. Whether in practice or in industry we 
chartered accountants are all one profession and we should 
make available to business men the advice and information 
which only we can properly give. Let us stimulate and 
encourage our clients to new ventures, help them to make 
their estimates and plans on sound bases and provide them 
with all possible aids to making the right decisions at the 


right time." 
THE GUESTS 

Proposing the toast of ‘The Guests’, the Vice-President, 
Mr P. Е. Granger, F.C.A., said: 

‘I am charged with the very pleasant task of proposing 
the toast of the guests, 

‘First of all I have to refer to a Government Minister, 
Now, wé in our Institute are non-political and so I do not 
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Mr S. J. Seidman, c.p.a., Immediate Past President, The 
American Institute of Certified Public Accountants, one of 
the responders to the toast of ‘The Guests’. 


think it right that I should mention him by name. However, 
I can give you a hint. If William Blake was writing his 
Jerusalem today, the reference to ‘dark satanic’ I think 
would be understood. (Laughter.) We have a star from the 
ecclesiastical firmament here and a constellation of repre- 
sentatives of the Bench and the Bar, all of whom we are 
delighted to welcome. Actually, with three Lords of Appeal 
present, together with the Chairman of the Board of Inland 
Revenue and the Chief Inspector of Taxes, if only the 
other guests would leave straight away we could get down 
to quite a bit of useful work on the question of profit and 
whether you can make a profit out of yourself. (Laughter.) 

“We have leaders of industry here, of the Stock Exchange, 
members of the Corporation of London, whom we are 
delighted to welcome, chairmen of the great public organ- 
izations and companies, representatives of the Press, and 
also representatives of accountancy bodies from all five 
continents. I would like to give them a special greeting and 
to all our guests we give our welcome.’ (Applause.) 


VISCOUNT AMORY’S SPEECH 


Making the first response to the toast of “The Guests’, 
Viscount Amory said: 


‘I should like, Mr President, to thank the proposer of 
this toast, as I am sure all my fellow guests will, for the 
charming way in which he proposed it. It is much appreci- 
ated; not, as in the days when I was Minister of Agriculture, 
like a farmer who had been denied a chance of airing his 
views said, in proposing such a toast: "In proposing this 
toast to the guests I have an opportunity to make a few 
observations upon the feeding of pigs". (Laughter.) Mr 
President, I think I will sum-up my fellow guests in the 


words, I think, of Archbishop Cranmer: “Angels, arch-. 


angels, and all the company of Heaven". 

‘Now I have the pleasure of answering for the Lord Chief 
Justice and also the three Lords of Appeal. What a wonder- 
ful opportunity for referring to the judiciary without their 
having a chance to answer back for themselves. Not that I 
would be worried on this occasion. I hope they would 
realize that when I was at the Treasury I approved an 
increase in their lordships’ pension — within 125 years of 
their last increase. (Laughter.) 
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‘Now, Mr President, I am not going to say anything about 
taxation except that direct taxation is, in my opinion, both 
absolutely and relatively too high. I say relatively, because 
I believe that direct taxation ought to be brought down 
even, if necessary, at the expense of putting up indirect 
taxation. I did a little bit in that direction myself and I wish 
the opportunity had been there to enable me to do still 
more.’ (Applause.) 


SECOND RESPONSE TO ‘THE GUESTS’ 


Also responding on behalf of the guests, Mr S. J. 
Seidman, c.P.A., said: 


‘Your accounting guests, in whose number I have the 
honour to be included, welcome this opportunity to join 
you in fellowship and celebration, and we do so, not only 
in response to your kind invitation, but rather or in addition, 
in recognition of the fact that after all accounting is a world 
community. These debits and credits, that Lord Amory has 
referred to, are the language of business throughout the 
world, and through our work — like Esperanto if you will — 
we not only bring people together all round the globe but 
we also provide for them a central point and a means of 
communicating with one another; and I therefore do not 
think that I am overshooting the mark when 1 suggest that 

~ we have the key to open part of the way to international 
unity and solidarity, and eventually, we hope, peace. 


International Code for Accountants 


"To achieve these great things for which we all strive, we 
accountants must unify and consolidate and make peace 
with ourselves. Could not we, as accountants, construct a 
programme involving such steps as these: 
(1)the organization in every country of a national 
institute; 
(2) the attendance and exchange of platforms at one 
another's meetings; 
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(3) the exchange of faculty members through our colleges 
of accountancy; 

(4) international apprenticeships; 

(5) a world-wide exchange of the standards and methods 
of one another; • 

(6) agreement between nations providing unrestricted 
acceptance of one another’s accountants; 

(7) enlisting the support of the International Chamber of 
Commerce and similar organizations of responsible 
business men in all these matters; 

(8) the ultimate development of a single world standard 
of accounting principles and auditing methods; 

(9) the ultimate development of a single world title for 
us accountants geared to uniform universal require- 
ments; and 

(10) yes, even a united nations of accountants. (Applause.) 


He continued: 


‘Now, that is a pretty big order, and obviously there is a 
great deal of work to be done. Obviously, too, as is true with 
almost everything worth while in life, time is important. 
There are many countries with different outlooks, but 
cannot we at least make a start by beginning with your 
nation and with ‘ours? After all, we do talk the same 
language — well, more or less. (Laughter.) 

"Your accounting guests welcome this opportunity of 
being with you and from all of us go our thanks for the 
generous hospitality that you have been visiting upon us. 
God speed you to birthday 81.’ (Applause.) 


Prints of the photographs appearing in this report 
are obtainable from the photographer, Mr G. Oswald 
Taylor, 40 George St, Richmond, Surrey, price 10s 
mounted (including postage). A large selection of other 
photographs taken at the banquet will be on view 
next week in the Members’ Room at the. Institute. 
Prints of these will also be available from Mr Taylor. 


EIGHTY YEARS AGO 


From Che Accountant or June 12th, 1880 


CHARTERED ACCOUNTANTS. 


We give elsewhere the text of the official docu- 
ment for the incorporation of accountants, under 
the title of The Institute of Chartered Account- 
ants in England and Wales. Some weeks ago, 
immediately after the approval of the draft by 
Her Majesty the Queen, we gave the substance 
of the provisions contained in the (then) proposed 
Charter; it need therefore only be added that the 
document, now placed in the hands of account- 
ants, will be found to be simply an elaboration 
of the sketch we printed at that time. Since that 
period the first meeting of the first Council, ap- 
pointed by the Charter itself, has been held, and 
the preliminaries arranged under which the 
Chartered Institute has commenced its active 
public career. 

Of the manifold advantages of incorporation 
both to accountants and to the public, it is not 
necessary at this stage that we should speak; such 
a recital would simply amount to a repetition of 
what representative accountants have for the 





past few years fully recognized and advocated, 
and of what we have in these columns often and 
persistently urged. Professionally speaking the 
Charter will raise the status of accountants, and 
will secure all the obvious benefits of consolida- 
tion and unity of purpose; whilst to the public, 
who stand in the capacity of employers, the 
Chartered Institute will offer on behalf of its 
members a guarantee alike of efficiency and of 
reputation. 

To congratulate accountants on this event, 
which at once gives them a recognized position 
and a title which may not be pirated with impu- 
nity — would be somewhat akin to the spectacle of 
a man shaking hands with himself. We may 
however say, as representing the profession in the 
press, that we are sure that all real accountants 
feel considerable pleasure and satisfaction at this 
new start, and that combined with this feeling 
will be one of gratitude to those representative 
members who have, at the cost of much personal 
trouble, and loss of time—and a professional 
man’s time is practically money—secured for 
their brethren the status and title of “Chartered 
Accountant.” 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Revaluation of Fixed Assets 


Sir, - Mr Bowen mentions, in your issue of October 
1st, that the benefits of revaluation may be had, quite 
economically, by applying arbitrary indices to cost. 

I enclose a list [reproduced below] of the latest 
Government-published coefficients for businesses in 
France, Revaluation of fixed assets is not, in theory, 
obligatory there, but few concerns can afford to 
ignore the offer of proportionately increased depre- 
ciation allowances. In effect the tax computation 
allows as a charge against profits something approach- 
ing the replacement cost of fixed assets consumed in 
making those profits. 

It would be interesting to see readers’ suggestions 
for indices of the effect of inflation on fixed assets in 
Britain. 

Yours faithfully, 

London, SWI. PETER REYNOLDS. 
Cocfficients applicables aux immobilisations et aux 
amortissements afférents aux immobilisations: 

Années 1914 Année 1937 .. 43 


et antérieures 243 » 1938 .. 38 
Année 1915 1701 » 1939 .. 365 
»  I916 129-6 » 1940 29°3 
» 1917 89'1 » 1941 26:8 
» 1918 72:9 » 1942 24°3 
» 1919 704 » 1943 178 
» 1920 48:6 » 1944 ... 163 
» 1921 729 » 1945 8t 
» 1922 785 » 1946 .. 51 
» 1923 60-8 » 1947 .. 4 
» 1924 51:8 » 1948 .. 23 
» 1925 46:1 » 1949 1:9 
» 1926 35'5 » 1950 1:6 
» 1927 38:9 »  I951 1'25 
» 1928 389 » 1952 1'15 
» 1929 39:6 » 1953 1:20 
» 1930 44:6 » 1954 1°25 
» 1931 .. 486 » 1955 1:25 
» 1932 .. 568 » 1956 1'20 
». 1933 .. 624 » 1957 115 
» 1934 .. 64:8 » 1958 .. rog 
» 1935 72:9 » 1959 .. I 
» 1936 60°8 


Housekeeper Allowance 


Sir, - Perhaps some of your readers could kindly 
give some information as to their experience on the 
following.. 

An old lonely widow of 91 years of age, with 
income from property, is compelled by infirmity to 
live in ə home for aged female gentlefolk costing her 
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eight guineas per week. Housekeeper allowance has 
been refused on the ground that she now has no 
house to keep. 

There does not appear to be any statutory defini-{ 
tion of ‘house’, but I should have thought it to be the 7 
place where a person lives and that those who care 
for her (and others like her) qualify as housekeepers. 

Yours faithfully, 


. 


Work in Progress on Dissolution of 
Professional Practice 


Sir, - I would like the opinions of readers concerning 
the method of treatment of work in progress in the 
books of a practice after dissolution has taken place. 
The position is that the partnership has been dis- 
solved by mutual agreement of all parties, no arrange- 
ment being made with regard to the clients of the 
practice. In other words, the clients, having received 
the usual notice in regard to the dissolution and the 
commencement of new practices by the previous 
partners of the existing firm, will be left in a position 
to choose whether they will have their affairs dealt 
with by the new practices or elect to choose new 
professional advisers. In these circumstances, would 
not the correct procedure in the books be to write off 
the work in progress at the end of the firm’s year to 
the respective partners in their profit-sharing ratios? 

A further point arises in regard to the work in 
progress from a tax angle. In view of the fact that 
this is not being sold or acquired by any of 
the partners of the previous practice, could it in 
such circumstances, be considered to have no value 
for tax purposes and, therefore, be excluded 
from the accounts? 

Yours faithfully, 
PRACTITIONER. 


Debenture Redemption 
Sir, ~ In 1961 and each of the following nine years a 
debenture of £100,000 is redeemable in October. In 
the balance sheet at December 31st, 1960, which of 
the following is the statement to be preferred? 

(a) £x million debenture stock, 1961—70; 

(5) as (а), with a note that {100,000 is repayable 
during 1961; 

(c) £900,000 debenture stock, 1962~70, and among 
current liabilities – £100,000 debenture stock 
repayable during 1967. 

Yours faithfully, 
UNCERTAIN. 


Private Company Minorities 
Sm, - How very right the Law Society were to 
recommend protection to minority shareholders in 
private companies! (your issue of August 13th). 
Oppression amounting to a much blunter term can 
be, and has been, practised in unpublished cases for 
far too long. 

A private company is formed, the promoter of 
which retains 51 per cent of the equity capital. The 
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fair price clause of the articles reads ‘. . . shall be 
taken at par until such time as otherwise fixed in 
annual general meeting’. The majority shareholder 
Js the agenda, and so the fair price never is 
otherwise fixed. Having arranged to pay minimum 
~ dividends for some years, when the minority share- 
holder or shareholders finally lose patience, the 
majority shareholder offers them the 'fair price under 
Article X' at the same time pointing out that under 
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Article Y they are obliged to sell to a member if a 
member be willing to take the shares at the ‘fair 
price’. 

Private company minorities are precisely those 
minorities who most need pfotection. Public company 
minorities can at least obtain market value for their 
shares – or wait for the take-over bid! 

Yours faithfully, 
Madras. К. С. №. PRICE. 


TAX CONFERENCE AT BASLE 


Fourteenth Congress of the International Fiscal Association 


The fourteenth congress of the International Fiscal 
Association took place at Basle from September 12th 
to 16th. Sixteen representatives attended from the 
United Kingdom Branch of the Association, including 
Mr C. W. Aston, F.c.A., Branch Chairman; Mr R. E. 
Borneman, Q.c., Past President of the Branch; Mr D. A. 

.. Clarke, LL.B., Е.С.А., and Mr A. С. Davies, Vice- 
chairmen; and Mr О. B. Brooks А.С.1.5., Branch 
Secretary. We are indebted to Mr Davies for the 
following notes on the congress. 

The subjects tor discussion at this year's conference 
were "The treatment of capital gains for tax purposes’, 
‘The interpretation of the double taxation conventions’; 
papers were also submitted on "The treatment of debts 
and interests thereon in international taxation’. The 
Subjects sound formidable enough to induce sleepiness 
in an insomniac. Actually, for anyone with any serious 
interest in international and comparative taxation, they 
provided considerable food for thought, and the 
publication of the papers in the Cahiers of the congress 
makes them a useful form of reference. One of the 
features of the international congresses of the Associa- 

i tion is that all speeches are simultaneously translated 
into English, French or German on earphones pro- 
vided for each delegate. So much tax talk is jargon that 
the accuracy and spontaneity of the translations is 
almost miraculous. It is also interesting to note that a 
tax talk which sounds pedestrian in English becomes 
quite fascinating in the French translation and quite 
frightening in German. 


Tax Babel 


Delegates came to Basle from most parts of the free 
world. From the United States, Canada, Australia, 
Egypt, Israel, South America, and from every country 
in Europe west of the Iron,Curtain, including Finland. 
Babel is bad enough, and it might be thought that a 
tax Babel was the limit. In fact each speaker and 
contributor brought to a subject some peculiar national 
approach or idiosyncracy which often threw illumina- 
tion on obscure tax problems. 'T'he range of individual 
b contributions varied from the ponderous to the de- 
*lightful. 

Perhaps the imposition of taxation on certain forms 
of capital transactions in this year’s United Kingdom 
Finance Act, gave the discussion on capital gains an 
added topicality to English delegates. The views of the 
majority and the minority of the Radcliffe Committee 
on the subject of taxation of capital gains seemed to 
have covered most points of interest on this subject. 


But one tends to forget the much longer discussions 
that have taken place on the Continent. The general 
report on capital gains was given by Dr Walter Studer, 
of Basle, where taxation on capital gains is part of the 
cantonal tax system. Although the general trend of his 
report supported the theory of capital gains taxation, he 
confessed the weakness of the tax on practical grounds. 
The balance of opinion at the congress was against 
capital gains taxation, and no support was found for a 
positive resolution on the subject. 


Double Taxation Conventions 


The second subject of discussion “The interpretation of 
double taxation conventions’ produced several brilliant 
papers, and a masterly summary of the subject by 
Dr Raoul Lenz, of Geneva, who as rapporteur and 
chairman of the session kept a very disciplined hand 
on the discussion. This covered the problems of 
definitions in the conventions, the relevance of domestic 
law of the contracting states, problems of unilateral 
and bilateral interpretation, and the position of domes- 
tic courts on questions of interpretation. There was a 
great deal of curiosity amongst delegates about the 
mutual agreement procedures envisaged in many of 
the treaties, and a general desire to see these im- 
proved and made more public. The resolution which 
concluded the discussions on the subject also referred 
to the need for a long-term solution by way of a multi- 
lateral convention with a central arbitral authority. 
‘There was considerable interest shown in the pioneer- 
ing work of the Fiscal Committee of O.E.E.C. and 
general approbation of the three reports produced by 
that committee. See The Accountant dated September 
20th, 1958; July 25th, 1959; and October 8th, 1960. 

Organization of the congress by the Swiss branch of 
the Association was, as one would have expected, excel- 
lently done. The hospitality extended by the City and 
Canton of Basle enabled the delegates to mix work and 
relaxation in the appropriate proportions. 

Next year, the fifteenth International Fiscal Associa- 
tion Congress will be held in Israel. It opens on August 
29th, 1961, and the Israeli hosts have already put in an 
enormous amount of preparatory work to ensure the 
success of the congress at Jerusalem. 

Meanwhile, the United Kingdom branch of the 
Association continues to prosper under the chairman- 
ship of Mr Charles Aston, Е.С.А., and the programme 
for the 1960-61 session covers a wide area of interesting 
problems in domestic, comparative and international 
taxation. 
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THE INSTITUTE OF CHARTERED : 
 АССООМТАМТІЅ IN ENGLAND AND WALES { 


SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, October sth, 1960, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

Mr S. J. Pears, President, in the Chair; Mr P. F. Granger, 
Vice-President; Messrs J, Ainsworth, c.B.&, E. Baldry, 
0.B.E., C. Percy Barrowcliff, W. L. Barrows, T. A. Hamilton 
Baynes, J. Н. Bell, H. A. Benson, C.B.E., P. F. Carpenter, 
Sir William Carrington, Messrs G. T. E. Chamberlain, 
D. A. Clarke, C. Croxton-Smith, W. О. Densem, 5. 
Dixon, W. W. Fea, Sir Harold Gillett, Bt., M.c., Messrs 
J. Godfrey, G. G. G. Goult, L. C. Hawkins, J. S. Heaton, 
D. V. House, Sir Harold Howitt, G.B.E., р.5.0., M.C., Messrs 
P. D. Irons, J. A. Jackson, H. O. Johnson, W. H. Lawson, 
C.B.E., Н. L. Layton, К. B. Leech, M.B.E., R. McNeil, J. Н. 
Mann, M.B.E., К. P. Matthews, W. Bertram Nelson, С.В.Е., 
C. U. Peat, M.c., F. E. Price, P. V. Roberts, L. W. Robson, 
C. M. Strachan, о.в.в., D. Steele, A. D. Walker, А. Н. 
Walton, V. Walton, M. Wheatley Jones, E. F. G. Whinney, 
J. C. Montgomery Williams, R. P. Winter, C.B.E., M.C., 
Е. К. Wright and Sir Richard Yeabsley, C.B.E. 


Editor of Accountancy 


'The Council has to record with regret the death on 
August 22nd, 1960, of Mr Leo T. Little, B.sc.(ECON.), 
Editor of Accountancy since 1938. 

For the time being Mr L. J. Н. Noyes, B.sc.(ECON.), 
F.C.A., has been appointed Acting Editor of Accountancy 
in addition to continuing as Secretary to the Taxation 
and Research Committee. 


The Leo T. Little Memorial Fund 


Prior to the Scheme of Integration, Mr Little was not 
a member of the staff of The Society of Incorporaied 
Accountants. He was an independent editor and when 
the Institute took over Accountancy a similar basis was 
continued at his request. He has therefore no rights 
under The Society of Incorporated Accountants’ 
S1aff Superannuation Scheme or under the Institute's 
Staff Pensions Fund. It is the desire of the Council 
that a substantial memorial fund should be created 
for the benefit of his widow, Mrs Frances Little, and 
their two young children. The Council has therefore 
decided to inaugurate an appeal for subscriptions to a 
memorial fund to which a donation of 1,000 guineas 
has been made from Institute funds. Sir Richard 
Yeabsley, С.В.Е., Е.С.А., and Mr E. Baldry, 0.B.z., 
F.C.A., have kindly consented to act as trustees of the 
memorial fund. 

'The Council hopes that the fund will be generously 
supported. Further details will be issued later. It is 
hoped that it will be possible to organize the fund so 
as to enable payments to be made under Deeds of 
Covenant by those who wish to subscribe in tbis way. 


Recommendations on Accounting Principles 
22. Treatment of stock-in-trade and work in progress in 
Financial Accounts 
'The Council approved a new Recommendation 
‘No. 22; Treatment of Stock-in-Trade and Work in 


Progress in Financial Accounts’ for issue in the series 
of Recommendations on Accounting Principles. It will 
be distributed to members on November 16th, 1960, 
for insertion in the Members’ Handbook. 

Copies of the Recommendation for insertion in the 
loose-leaf publication Recommendations оп Accounting 
Principles will be available for purchase on application 
to the offices of the Institute after November 16th, 
1960, price 1s per copy post free (remittances must 
accompany orders). The price of the complete loose- 
leaf booklet containing all current Recommendations 
up to and including No. 22 is 10s. 


Summer Course, Christ Church and Pembroke 
College, Oxford 


The Chairman of the Summer Course Committee 
reported on the proceedings at Christ Church and 
Pembroke College, Oxford, from September rsth 
to 20th, r960, and stated that the President had sent 
letters of appreciation to the speakers, to the governing 
bodies of Christ Church and Pembroke College, and 
the others concerned with the conduct of the course. 
The Council decided that the programme and full 
text of the three addresses should be reprinted in the 
form of a combined booklet similar to those prepared 
for previous courses. Copies are now being printed 
and will be obtainable on application to the Secretary 
of the Institute, price 5s each, post free. An order form 
will be sent in November to all members of the 
Institute. Remittances should be sent with applications 
which will receive attention as soon as the books are 
delivered by the printers. 

The Council has approved the holding of a similar 
a in 1961, the provisional dates being July 13th 
to 18th. 


Chairman and Vice-Chairman of Committee 
The Secretary reported the appointment of Mr P. F. 
Carpenter, Е.С.А., as Chairman of the Examination 
Committee, and of Mr W. С. Densem, Е.С.А., as 
Vice-Chairman. 


The Consultative Committee of Members in 
Commerce and Industry 

The Council decided that the name of the Non- 

Practising Members Consultative Committee should 

be changed to the Consultative Committee of Members 

in Commerce and Industry. 


Examination Results - May 1960 


‘ 


The results of the Institute examinations held in ~ 


May 1960, were as follows: 











Passed Failed Total 
Preliminary > 65 195 260 
Intermediate 872 1,164 2,036 
Final 642 746 1,388 

1,579 2,105 3,684. 
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(The names of the successful candidates and the 
recipients of prizes and certificates of merit were 

ublished in the issue for August 13th, 1960). 

The results of the examinations conducted by the 
Institute as examinations of the Society of Incorporated 
Accountants were as follows: 


Completing 
Final Passed Failed Total Final 
Parts I and II to- 
gether is 2, I 3 2 
Part I only .. 24 25 49* ~ 
Part П only 125 69 194. 125 
ISI 95 246 127 


* Includes one candidate who sat for both parts and passed 
in Part I only. 

(No honours certificates were awarded. The names 
of successful candidates were published in the issue 
for August 13th, 1960.) 


Exemption from the Preliminary Examination 


-The Council decided to recognize under bye-law 78 
for the purpose of exemption from the Preliminary 
examination, on the same basis as passes at ordinary 
level in the General Certificate of Education examina- 
tion, passes at ordinary level in the Scottish Certificate 
of Education examination (which is to be held from 
1962 onwards in place of the Scottish Leaving Certifi- 
cate examination) except that a pass at ordinary level 
in arithmetic will be accepted neither as the compul- 
sory mathematical subject nor as an additional optional 
subject. 


Final Examination of the Society 


May and November 196r 


In May and November, 1961, the Final examination 
of the Society of Incorporated Accountants will be 
held at the same centres in England and Wales as 
hitherto, concurrently with the Final examination of 
the Institute. brad 

The centres at Belfast, Dublin and Glasgow will 
also be available as hitherto for candidates attempting 
the Final examination of the Society. 


November 1961 


The Final examination of the Society of Incorporated 
Accountants will be held for the last time in November 
1961. No student will be permitted to present himself 
on that occasion for one part only of the examination 
if he has not previously passed the other part of the 
examination. 


Registration of Articles 


The Secretary reported the registration of 649 articles 
of clerkship during August and September, the total 
p number since January 1st, 1960, being 1,768. 


Admissions to Membership 


he following were admitted to membership of the 
Institute: 


Abbott, Brian, A.C.A., 
Cheshire. 
a Anthony James, A.C.A., 22 Upper Park, Harlow, 
зѕех. 
Adler, Bernard, A.C.A., 17 Fairfield Avenue, Edgware, 
Middlesex. 


‘Domoy’, Read Street West, Hyde: 
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Agates, Edward John, A.C.A., 43 Lingfield Road, East 
Grinstead, Sussex. 

Aggarwal, Bal Krishan, A.C.A. 10 Woodstock Avenue, 
Bristol, 6. 

Allan, David, a.c.a., with Н. S.*Humphrey & Со, 17 Gild- 
redge Road, Eastbourne. 

Allan, Gerald, A.C.A., 34 Gibson Street, Willington Square, 
Wallsend, Northumberland. 

Allen, Anthony Reginald, a.c.a., Hope Cottage, Church 
Street, Sidmouth, Devon. 

Allen, David Watson, A.C.A, 61 Arklow Road, Intake, 
Doncaster. 

Allen, William George, A.C.A., 29 Molewood Road, Hert- 
ford, Herts. 

Allford, Trevor Godfrey, A.C.A., with Edmund D. White & 
Бо 378/380 Salisbury House, London Wall, London, 
E 


2. 

Allott, Peter William, В.А.(ЕСОМ.), A.C.A., ‘Longacre’, Moor- 
gate, Rotherham. 

Anderson, Gerald Charles de Grey, B.a., А.С.А., 185 Brown- 
ing Road, Manor Park, London, E12. 

Anderson, Michael Arthur, B.sC.(ECON.), А.С.А., 15 Crane- 
ford Way, Twickenham, Middlesex. 

Angus, Brian Lambert, A.C.A., 21 Burleigh Way, Cuffley, 

erts, 

Arnold, Colin, A.C.A., 2 Rose Villas, Broadbridge Heath, 
near Horsham, Sussex. 

Aspinwall, Roger Stableford, A.C.A., ‘Green Shutters’, 
Heol-Wen, Rhiwbina, near Cardiff. 

Aspray, Rodney George, A.C.A., 39 Hollyhedge Road, Man- 
chester, 22. 

Atalla, Mahmoud Shawki Abdel Hamid, A.C.A., ọ Kora Ibn 
Shureik Street, Giza, Cairo, Egypt, U.A.R. 

Atkinson, Jeffrey, А.С.А., 41 Slaithwaite Road, Thornhill 
Lees, Dewsbury, Yorks. 

Atkinson, John Dudley, a.c.a., 43 Dryclough Road, Beau- 
mont Park, Huddersfield. 

Aubrey, Harold Henry John, A.c.a., 17 High Street, Ross- 
on-Wye, Herefordshire. 

Azfar, Shahab, a.c.a., 30 Avenue Road, Highgate, London, 
N6. 


Backhouse, Bernard John, A.C.A, 5 Southern Street, 
Seedley, Salford, 6, Lancs. 

Bailey, John Frederick Michael Porter, M.A., LL.B., A.C.A., 
35 Strangford Avenue, Belfast, 9 

Bailey, John Travis, A.C.A., 20 Lambert Road, Ribbleton, 
Preston, Lancs. 

Baker, Allan Harrison, A.C.A., 46 Gibson’s Hill, Norbury, 
London, SW16. 

Baker, Robert Brian, a.c.a., 32 Falmouth Gardens, Ilford, 
Essex. 


T Denotes member in practice. 
$ Means ‘incorporated accountant member’. 
a indicates the year of admission to the Institute. 


aS indicates the year of admission to the Society of Incor- 
porated Accountants. 


Firms not marked | or * are composed wholly of members 
of the Institute. 


Т Against the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, is com- 
posed wholly of chartered accountants who are members of 
one or another of the three Institutes of Chartered Account- 
ants in Great Britain and Ireland. 


* Against the name of a firm indicates that the firm is not 
wholly composed of members of one or another of the 
three Institutes of Chartered Accountants in Great Britain. 
and Ireland. 


I Against the name of a firm indicates that the firm in- 
cludes an incorporated accountant member of the Institute 
and is composed wholly of members of one or another of 
the three Institutes of Chartered Accountants ire Great 
Britain and Ireland. 
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Ball, David Edward, A.C.A., 24 Trench Lock, Hadley, near 
Wellington, Salop. 

Ball, Trevor Mackenzie, A.C.A., 580 Green Lane, Good- 
mayes, Ilford, Essex. 

Barber, Geoffrey, A.C.A., 5 Herbert Road, Handsworth, 
Birmingham, 20. 

Barbrook, Denis Charles, a.c.a., Endsleigh School, Col- 
chester, Essex. 

Barlow, Edwin, a.c.a., x11 Kendal Drive, Bury. 

Barlow, Ronald Claude, A.C.A., 59 Wentworth Avenue, 
Bournemouth. 

Barnes, John Henry, A.C.A., 159 Norbiton Hall, London 
Road, Kingston upon Thames, Surrey. 

Barnett, Anthony Simon, A.C.A., 51 Brantwood Road, 
Herne Hill, London, SE24. 

Barnhurst, Graham John, A.C.A., 75 Kenilworth Gardens, 
Hornchurch, Essex. 

Baron, Ian William Hargreaves, A.C.A., 20 Marlborough 
Avenue, Bromsgrove, Worcestershire. 

Barry, Timothy Donal, a.c.a., Old Court, Burstow, near 
Horley, Surrey. 

Bath, Alan Harcourt, A.c.a., 46 Nutbrook Avenue, Tile Hill, 
Coventry. 

Bayne, Michael Douglas, A.C.A., P.O. Plaxtol, near Seven- 
oaks, Kent. 

Baynes, Brian Sidney, A.C.A., 76 Buckingham Road, South 
Woodford, London, Ex8. 

Bean, Christopher Edward Henry, a.c.a., ‘Chedworth’, Old 
Avenue, St George’s Hill, Weybridge, Surrey. 

Bebb, Haydn William, a.c.a., 17 St George’s Road, Han- 
worth, Middlesex. 

Becker, Walter, LL.B., A.C.A., with Peat, Marwick, Mitchell 
& Co, 11 Jronmonger Lane, London, ЕС2. 

Beckley, John Arthur, a.c.a., 25 Lindsay Drive, Kenton, 
Harrow, Middlesex. 

Bedding, Russell Wilfred, a.c.a., 77 Suffolk Road, North 
Harrow, Middlesex. 

Beer, Timothy John, A.C.A., 32 Lawkholme Crescent, 
Keighley, Yorks 

Bell, Michael George, A.C.A., 35 Wilson Gardens, Gosforth, 
Newcastle upon Tyne, 3. 

Bennett, John Arthur, A.C.A., 56 Warwick Road, Ealing, 
London, Ws. 

Bery, Manohar Lal, LL.B., A.C.A., with Hamilton, Shor & 
Co, 121 Kingsway, London, WC2. 

Bevan, David, A.C.A., 15 Bencombe Road, Purley, Surrey. 

Bew, Philip David, a.c.a., 19 Hillsway, Littleover, Derby. 

Bibby, John, B.A., A.C.A., 25 Lawford Road, London, NWs. 


Bines, Kenneth Arthur, a.c.a., 69 Queen’s Crescent, 
Bishop’s Stortford, Herts. 

Bishop, Dennis John, a.c.a., 253 Uxbridge Street, Burton- 
on-Trent, Staffs. 

Bishop, John Robert Anthony, A.C.A., 7 Cornwall Gardens, 
London, SW. 

Blackburn, Michael, a.c.a., Raydon Cottages, Salhouse, 
Norwich, Norfolk, NORs3Z. 

Blake, Michael John, A.C.A., 21B Old Cross, Hertford. 

Boakye-Agyeman, Stephen Isaac Kofi, A.C.A., 84 Hillfield 
Road, London, NW6 

Boatman, Brian William Victor, A.C.A., 217 Long Lane, 
Hillingdon, Middlesex, 

Boden, John David, A.C.A., 2 Romford Court, Osborne 
Road, Lytham St ‘Annes, Lancs. 

Bolt, Roy Brian Stuart, A.C.A., 2nd Floor Flat, 6 Barnpark 
Terrace, Teignmouth, Devon. 

Bond, Ian Charles Winsor, А.С.А., 22 The Crescent, 
Solihull, Warwicks. 

Bones, Richard Neville, a.c.a., 16 Northumberland Avenue, 
Reading, Berks. 

Boor, Alan Geoffrey, B.A., A.C.A., Diego De Leon 47, 
Madrid, Spain. 

Booth, Roy William, A.C.A., 135 Springfield Road, Kears- 
ley, Bolton, 

Boothroyd, John, A.C.A. 20 Thirstin Terrace, Honley, 
Huddersfield, Yorks. 
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Boreham, Brian Alec, a.c.a., 'Hughendene', Western Dene, 
Hazlemere, High Wycombe, Bucks. 

Bosu, Aloke, a.c.a., 3 Hilldown Road, London, SW16. 

Boswell, John Roderick, A.C.A., 198 Sussex Gardens, 
London, W2. 

Boud, Douglas William George, A.C.A., 138 Hicks Avenue, 
Greenford, Middlesex. 

Bowden, William Lee, A.C.A., 43 Apethorn Lane, Hyde, 
Cheshire. 

Bower, Martin Leslie, A.C.A., 86 Streatham Road, Mitcham, 
Surrey. 

Bowles, David Victor, a.c.A., 41 Gondar Gardens, West 
Hampstead, London, NW6. 

Boyes, Raymond, A.C.A., зо Dane Road, Luton, Beds. 

Bradford, Samuel Robert, n.sc.(xcoN.), A.C.A., Garden Flat, 
45 Maresfield Gardens, London, NW3. 

Bradshaw, Laurence Brian, B.A.(ECON.), A.C.A., 236 Queen 
Mary Road, Sheffield, 2. 

Bragg, Alan Stanley, А.С.А., 118 Musters Road, West 
Bridgford, Nottingham. 

§Brall, Geoffrey Cone, A.s.4.A., Flat 5, 99 Thorne Road, 
Doncaster, Yorks. 

Bramwell, Clifford, А.С.А., 
Cheshire. 

Breese, Bernard Arthur, A.C.A., 37 Woodmere Avenue, 
Shirley, Croydon, Surrey. 

Briggs, Graham Ernest, A.C.A., 31 Buckhold Drive, Allesley 
Park, Coventry. 

Brisley, Edward William, A.C.A., 55 Fernhurst Road, Addis- 
combe, Surrey. 

Britton, Anthony George, B.A., A.C.A 52 Chester Road 
North, Streetly, Sutton Coldfield, Warwicks 

Brook, Anthony Donald, A.C.A., 15 Broom Water, Tedding- 
ton, Middlesex. 

Brown, Gerald, A.C.A., 14 Massey Street, Newark, Notts. 

Brown, Joseph Kellett, A.C.A., 11 Green Lane Gardens, 
Thornton Heath, Surrey. 

Brown, Kenneth Hazel, A.C.A., 31 Raleigh Park Road, North 
Hinksey, Oxford. 

Brown, Norman Ronald, A.C.A., 11 Woodside Close, Skip 
Lane, Walsall, Staffs. 

Brown, Peter Michael, a.c.a., Stone House, Brimpton, near 
Reading, Berks. 

Brown, Ronald, a.c.a., 138 Wadham Road, Walthamstow, 
London, E17. A 

Browne, Bernard James Dennis, A.C.A., with Whinney, 
Murray & Co, 21 Avenue Montaigne, Paris 8, France. 

Browning, Michael Lovelace, A.C.A., 24 Drakes Avenue, 
Exmouth, Devon. 

Brunsden, Peter John, A.C.A., 64 Settrington Road, Fulham, 
London, SW6. 

Buckley, Derek, A.C.A., 7 Douglas Road, Hazel Grove, 
Stockport. 

Buehrlen, Richard Dieter, B.A., A.C.A., 440 London Road, 
Leicester. 

Bullock, Frederick Martin, A.C.A., with Lodge & Winter, 
5 Prospect Buildings, Newquay, Cornwall. 

Bunting, Colin William, A.C.A., 65 Anglesey Road, Burton- 
on-Trent, Staffs. 

Burgess, Charles Roger, M.A., A.C.A., 7 Broadway, Cheadle, 
Cheshire. 

Burn, Richard Edward, A.C.A., 92 Wilson Avenue, Roches- 
ter, Kent. 

Burridge, Michael James, A.C.A., with Wheatley, Pearce & 
Co, 102 High Street, Poole, Dorset. 

Bury, John, A.C.A., 302 Burnley Road, Huncoat, near 
Accrington, Lancs. 

Butler, Reginald Richard, a.c.a., rio Collins Meado 
Harlow, Essex. 

Butterworth, Brian Lyndon, a.c.a., 1 Llandennis Avenue, 
Cyncoed, Cardiff. 
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Cambray, Norman John, A.C.A., 43 Graham Street, Swin- 


don. 
Cara, Adrian Mills, B.A.(COM.), A.C.A., ‘Elston’, West Road, 
Weaverham, Cheshire. 
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Carbine, Donald, A.C.A., 23 Dennison Fold, Tyersal, 
Bradford, 4, Yorks. 
Carsberg, Bryan Victor, A.C.A., ‘Red Leys’, Chestnut Lane, 
Chesham Bois, Amersham, Bucks. 
Cartwright, (Miss) Janet Ann Florence, a.c.a., ‘Shealing’, 
^ Station Road, Bramley, near Guildford, Surrey. 
Casstles, John Wallace, A.C.A., 17 Meldrum Road, Good- 
mayes, Ilford, Essex. 
Cattell, Roger, A.C.A., 82 Norfolk Road, Sheffield, 2. 
Challinor, Hugh Alan, a.c.a., ‘Highbank’, Chetwynd Aston, 
Newport, Salop. vio 
Chatterjea, Sunil Kumar, A.C.A., 9 Girish Chandra Bose 
Road, Calcutta, 14, India. 
$Chaudhuri, Nages Chandra, А.5.А.А., 24 Belsize Park, 
London, NWs. 
Chong, Francis Кек Fah, A.C.A. 28 Adamson Road, 
London, NW3. 
Chowdhury, Shanti Deb, A.C.A., c/o The Education Attaché, 
Burmese Embassy, 19A Charles Street, London, WCr. 
Chown, Michael Percy, a.c.a., ‘Wilford’, Chichele Road, 
Oxted, Surrey. 
Clark, Colin David, a.c.a., 62 Rucklidge Avenue, Harlesden, 
London, NWro. 
Clarke, David Hurley Larche, А.С.А., Dial Cottage, з The 
Grove, Epsom, Surrey. 
r~Clarke, John Trevor, A.C.A, 9 Raddens Road, Quinton, 
Birmingham, 32. 
Clarke, Norman Victor Granville, A.C.A., 4 Belle Vue, Long 
^. Lane, Queensbury, near Bradford, Yorks. 
Clarke, Stephen John, A.C.A., Westminster Bank House, 
Apsley, Hemel Hempstead, Herts. 
Clay, Robert Peter Spencer, A.C.A., ‘Beech View’, Blyth, 
Worksop, Notts. 
Clay, William Denis, A.C.A., 213 Northenden Road, Sale, 
Cheshire. 
Clements, Gordon, A.C.A., 93 Momus Boulevard, Binley 
Road, Coventry. 
Clemons, George Richard Henry, A.C.A., ‘Avalon’, Mill 
Lane, Brayton, near Selby, Yorks. 
Cliff, Dennis William, А.С.А., 12 Gibbon Road, Kingston 
upon Thames, Surrey. 
Clowes, Richard Norris Thyne, A.C.A., with Hines & Clowes, 
Atlas Chambers, Lloyds Avenue, Ipswich. 
Cohen, Abraham Leon, А.С.А., 15 Nethercourt Avenue, 
Finchley, London, N3. 
Cole, George Barry Daniel, A.C.A., 61 Headlands, Kettering, 


_ 


Northants. 

Collier, Philip John, a.c.a., 34 Cedar Park Road, Enfield, 
Middlesex. 

Collins, Peter Graham, A.C.A., 24 Ridgeway Drive, Newport, 
Mon. 


- $Compton-James, Edmund Giles, А.5.А.А., with Cooper 
Brothers & Co, Box 1219, Salisbury, Southern Rhodesia. 
Connor, Howard Arthur, A.C.A., 10 Mansfield Hill, Ching- 
ford, London, E4. 
Connor, Robert Crothers, A.C.A., 178 Carr Road, Green- 
ford, Middlesex. 
Conrad, Peter Edward, A.C.A., 6 Braywood Road, Eltham, 
London, 5Е9. 
Cooch, Michael John Anthony, A.C.A., 36 Oakwood Road, 
Henleaze, Westbury-on-Trym, Bristol. 
Cook, David, A.C.A., ‘Annacloy’, New Road, off Cannock 
Road, Wednesfield, Staffs. 
Cook, Peter Hartley, A.C.A., ІІ Honister Drive, Sunderland. 
Cooper, Graham Astley, A.C.A., 54 Royal York Crescent, 
Clifton, Bristol, 8. 
Copeland, John Chilton, a.c.a., 30 Church Square, Bel- 
broughton, Worcestershire. 
Corneck, Warrington Graham, A.C.A., 108 Palewell Park, 
East Sheen, London, SWr4. 
Cornwell, Richard John, a.c.a., 154 Station Road, Amer- 
sham, Bucks. 
Coupe, William John, a.c.a., Langtree Grange, Rectory 
Lane, Standish, near Wigan. Е 
Couzens, Hugh, A.C.A., 7A Woodville Road, Ealing, London, 
Ws. 
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Cowburn, Graham, A.C.A., 21 Durham Road, Blackpool. 

Cox, David Richard, a.c.a., ‘Roseleigh’, Leads Road, 
Sutton, Hull. 

Cox, Edward George, B.SC., А.С.А., 26 Welbury Street, 
London, E8. * 

Cox, Trevor, A.C.A., 6 Warwick Avenue, Wardley, Swinton, 
near Manchester. 

Coxon, Basil, a.c.a., ‘Edcha’, Station Road, North Thoresby, 
Grimsby. 

Crapp, Leslie Rufus, A.C.A., 36 Great Union Road, St 
Helier, Jersey, Channel Islands. 

Crawley, John Michael, a.c.a., 82 Dresden Road, Highgate, 
London, №9. 

Cripps, Brian Edward, A.C.A., 111 Fortis Green, London, N2. 

Crist, Bernard Henry, A.C.A., 14 Chesterfield Road, Chis- 
wick, London, W4. 

Cross, Frank William, a.c.a., ‘Woodfield’, Hadleigh Heath, 
Hadleigh, Ipswich, Suffolk. 

§Currie, Donald Stephen, a.s.a.a., c/o H.M. Inspector of 
Taxes, 1st District, 7a Bridge Street, Taunton, Somerset. 


D'Abreo, John Alfred James, a.c.a., with Jones, Crewdson 
& Youatt, 7 Norfolk Street, Manchester, 2. 

Рада, Kenneth, A.C.A., 10 Knebworth Avenue, Waltham- 
stow, London, E17. 

Dakin, Kenneth Alec, a.c.a., 116 Shaftesbury Crescent, 
Derby. 

§Dalal, Jehangir Phiroz, a.s.a.a., 2nd Floor, 24 Walkeshwar 
Road, Malabar Hill, Bombay, 6, India. 

Daniel, Richard Colin, A.c.A., with J. & Н. S. Metcalf, то 
St Andrew's Crescent, Cardiff. 

Daniels, Graham Alexander, B.sC.(ECON.), A.C.A, то The 
Old Drive, Welwyn Garden City, Herts. 

Daniels, Michael, a.c.a., 24 Heronsgate, Edgware, Middle- 
sex. 

Darby, Michael Dieter, a.c.a., "The Weir’, Ashford Car- 
bonel, Ludlow, Salop. 

Darbyshire, John, B.A.(coM.), A.C.A., 38 St Anne’s Avenue, 
Grappenhall, near Warrington, Lancs. 

Davies, John Howard, a.c.a., ‘Kennard’, East Park Road, 
Blackburn, 

Davies, Keith Ernest, a.c.a., 40 Ashdale Road, Mossley 
Hill, Liverpool, 18. 

Davies, Stanley James, A.C.A., 70 Vale Road, Colwick, 
Nottingham. 

Davis, Brian, A.C.A., 13 Cheyne Walk, London, NW4. 

Davis, David Thomas Audoire, А.С.А., 10 Wakemans, 
Upper Basildon, Reading, Berks. 

Davis, Jeffrey Harold, A.C.A., 75 Chambers Lane, Willesden, 
London, NWiro. 

Davys, Barry, A.C.A., io Pyatt Street, Trent Bridge, 
Nottingham. 

Dawborn, David Nicholas, A.c.4., ‘Brooklyn’, Ifield, near 
Crawley, Sussex. 

Dawes, David William, a.c.a., 20 Wyatt Road, Highbury, 
London, Ns. 

Dawes, Howard Anthony Leigh, A.C.A., Weatheroak Hall, 
near Alvechurch, Worcestershire. 

Dawson; William Bruce, A.C.A., “The Mynde’, Caerleon, 

on. 

Deacon, Richard William, a.c.a., 8 Rosslyn Court, Ornan 
Road, London, NW3. 

Dean, Keith Ronald, A.C.A., 23 Oakley Terrace, Leeds, 11, 
Yorks. 

Dewson, Lawrence, A.C.A., 190 Belvoir Street, Princes 
Avenue, Hull, Yorks. 

De-Zaporowicz, Peter Anthony, A.C.A., c/o The Very Rev. 
Mgr. Coonan, 41 Holland Park, London, Wir. 

Dicks, Lawson Richard James, A.C.A., 131 Birmingham 
Road, Sutton Coldfield, Warwicks. 

D. David Charles, A.C.A., 1 Elsworthy Terrace, London, 

3: 

Diviani, Maurice, А.С.А., 47 Acklam Road, Thornaby, 
Stockton-on-Tees, Co. Durham. 

Dodsworth, Peter William, a.c.a., t1 Metropole Mamsions, 
Queen's Promenade. Douglas. Isle of Man. 
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Dodsworth, Robert Leslie, B.A.(ECON.), A.C.A., І Pierremont 
Road, Darlington, Co. Durham. 

Domoney, Gordon Stanley, A.C.A., The Bungalow, Sun 
Tump, Bream, near Lydney, Glos. 

Donnelly, Francis, A.C.A., 160 Elgin Street, Bolton, Lancs, 

Doran, Francis Adrian, B.SC., A.C.A., Parkside Cottage, Park 
Avenue, Mossley Hill, Liverpool, 18. 

Douglas, Charles Edward, a.c.a., 22 Victoria Avenue, 
Harrogate, Yorks. 

Down, Peter Gerald, A.C.A., c/o Lennox Motor Co Ltd, 
Grove Road South, Southsea, Portsmouth, Hants. 

Drizen, Lawrence, A.C.A., 25 Chestnut Close, Oakwood, 
London, N14. 

Duncombe, Norman Roger, А.С.А., 48 Crabtree Lane, 
Harpenden, Herts. 

Dunn, Timothy, A.C.A., 59 Mannville Walk, Fell Lane, 
Keighley, Yorks. 

Dutta, Abhinoy, A.C.A., Parlands Bungalow, Mayes Green, 
Forest Green, near Ockley, Surrey. 

Dwan, Gerald, a.c.a., 14 Welbury Road, Northern Moor, 
Manchester, 23. 

Dyoss, Peter James, A.C.A., 2 Ringwood Road, Parkstone, 
Poole, Dorset. 

Dyson, Alwyn Mark, B.sC.(ECON.), A.C.A. 146 Gipsy Hill, 
London, ЗЕ19. 

Dyson, John Hilton, a.c.a., 52 Beaumont Park Road, Beau- 
mont Park, Huddersfield. 


Eddleston, Colin Trevor, А.С.А., 152 Barrowford Road, 
Colne, Lanes. 

Edisbury, Bryan Anthony, А.С.А., 17 Peakdale Avenue, 
Heald Green, Cheadle, Cheshire. 

Edkins, George Joseph, A.c.a., with Frazer, Whiting & Co, 
126 Bishopsgate, London, EC2. 

Edwards, Dennis John, a.c.a., 66 Montrose Road, Tue- 
brook, Liverpool, 13. 

Edwards, Ramon Edgar Monnier, A.C.A., 26 Hackenden 
Close, East Grinstead, Sussex. 

Edwards, Robert Jack Henderson, A.C.A., 12 Patterdale 
Road, Woodthorpe, Nottingham. 

Ekins, Eric Walker, a.c.a., 26 Bourne Street, Eastbourne, 
Sussex. 

§Elliot, Raymond Faber, a.s.a.a., 16 Roxburgh Terrace, 
Whitley Bay, Northumberland 

Ellis, Christopher Douglas, A.C.A., 29 Conway Gardens, 
Mitcham, Surrey. 

Ellis, Howard William Hancock, a.c.a., White Hall, 
Abridge, near Romford, Essex. 

Eteson, David Alan, A.C.A., 262 Park Lane, Keighley, Yorks. 

Evison, John Edward, A.C.A., ‘Kirriemuir’, Middleton Road, 
Oswestry, Salop. 

Eyres, Robin Ian, a.c.a., ‘Cornerways’, Butts Ash Lane, 
Hythe, near Southampton, Hants. 


ЧЕагђег, Lester, A.C.A., 24 Park Road, Manchester, 8. 

Farley, Peter, A.C.A., 23 Westfield Oval, Yeadon, Yorks. 

Farrant, Leslie John, B.A., A.C.A., 17 Clifton Hill, St John’s 
Wood, London, NWS. 

Feldman, Christopher Alexander Cowper, A.C.A., 148 Friern 
Barnet Lane, Whetstone, London, N2o. 

Fellows, Michael, A.C.A., 58 Balfour Road, Preston, Lancs. 

cd ај James Alan, A.C.A., 26 Deighton Lane, Batley, 

orks. 

Fielding, Herbert James Colin, A.C.A., 23 Woodland Park, 
Paignton, Devon. 

Fiszzon, Michael John, A.C.A., 17 Wendover Street, High 
Wycombe, Bucks. 

Fitzsimmons, Harry, A.C.A., 
Blackpool, Lancs. 

Flack, Paul Christopher, A.C.A., 2 Vivianne Flats, Rudolphe 
Street, Sliema, Malta, G.C 

Fletcher, Barrie William, A.C.A., 21 Upper Maze Hill, St 
Leonards-on-Sea, Sussex. 

Fletcher, Edward Stuart, A.C.A., 23 Elmar Road, Liverpool, 


8 Halifax Street, Marton, 


17. 
Flood,*John Antony, A.C.A., with Price Waterhouse & Co, 
3 Frederick's Place, Old Jewry, London, ЕС2. 
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Flynn, Charles Edward, A.C.A., 11 Manor Road, Coventry. 

Fontes, Anthony Richard, AGA, The Cottage, Catherine 
Road, Bowdon, Altrincham, Cheshire. 

Forbes, David Thompson, A.C.A., 341 Ashgate Road 
Chesterfield. 

Forsyth, Ian James, B.A., A.C.A., 13 Gainsborough Avenue, ; 
St Albans, Herts. 

Foster, Anthony, B.SC.(ECON.), A.C.A., 27 Oxleay Road, 
Harrow, Middlesex. 

Foster, David John, A.C.A., 61 Goddington Road, Bourne 
End, Bucks. 

Foster, Peter George, A.C.A., 49 Whitaker Road, Derby. 

Fountain, Michael John, a.c.a., ‘Heathcote’, Forest Drive, 
Kingswood, Tadworth, Surrey. 

Fowler, John, A.C.A., 20 Ouston Street, Scotswood, New- 
castle upon Tyne, 5. 

Foxwell, Gerald, A.C.A., Sherborne House, Beaufort Road, 

. Ebbw Vale, Mon. 

France, Edward William Glossop, a.c.a., 18 Woodcroft 
Avenue, Stanmore, Middlesex. 

Freedman, Michael Augustus, A.C.A., 73 Marsden Road, 
South Shields, Co. Durham. 

S[Freeman, Ivor Walter, A.C.A., Ivor W. Freeman & Co, 
9 Golden Square, London, Wi. 

Freeman, Michael Millice, A.C.A. 9 Babraham Road, 
Cambridge. — 

Fryer, Gavin Harrap, A.C.A., "'hreewinds', Hurtmore Road, 
Godalming, Surrey. 


Gaff, Robert, A.C.A., 32 Kingsley Avenue, Sutton, Surrey. 

Ganatra, Капија! Ranchhoddas, A.C.A., 932 Garratt Lane, 
Tooting Broadway, London, SW17. 

Gardiner, Laurence Walter, a.c.a., 141 Raeburn Avenue, 
Surbiton, Surrey. 

Gardner, John Edgar McIntosh, B.A., A.C.A., 
Ballards Lane, Limpsfield, Surrey. 

Garner, Kenneth, A.C.A., Іо Pengwern Avenue, Bolton, 
Lancs. 

§Garrard, Terence Orbell, a.s.a.a., 28 Sherwood Road, 
Forest Town, Johannesburg, South Africa. 

Gaskell, John Robert, B.A.(ECON.), A.C.4., 11 Monument 
Road, Wigan, Lancs. 

Gater, Peter William, A.C.A., 73 Dartmouth Avenue, West- 
lands, Newcastle, Staffs. 

Gates, Hugh Alastair, B.A., A.C.A., 14 Vallis Way, Chessing- 
ton, Surrey. 

Gates, Martin Douglas Clift, a.c.a., 24 The Oval, Banstead, 
Surrey. 

Gaunt, Brian Martin, a.c.a., 55 Blockley Road, North 
Wembley, Middlesex. 

Gethin-Jones, Richard Llewellyn Cethin, a.c.a., 
St John’s Road, Hythe, Kent. 

Gibson, James Henry, A.C.A., то Woodlands Terrace, South 
Shields, Co. Durham. 

НЕ ен Francis, A.C.A., 89 Union Street, Middlesbrough, 

orks 

Goate, David Anthony, А.С.А., with Larking & Larking, 
Cornwallis House, Pudding Lane, Maidstone, Kent. 

Goble, Brian Albert, A.C.A., 31 Grantham Road, Brighton, 
6, Sussex. 

Godwin, Charles Richard, a.c.a. *Moorswood', Birchanger, 
Bishop’s Stortford, Herts. 

Golden, Thomas Patrick, A.C.A., Flat 3, 26 Foxgrove Road, 
Beckenham, Kent, 

Gomes, Berchmans, B.A.(COM.), A.C.A., 77 Southmoor Road, 
Oxford. 

Goodman, Jeffrey Joel, a.c.a., 140 Clitherow Avenu 
Boston Manor, London, W7. 

Goodwin, Edward Joseph, a.c.a., 97 Tavistock Avenue, 
St Albans, Herts. 

Goodwin, Frank, B.A., A.C.A., 7 Govett Road, Nut Grove, 
St Helens, Lancs. 

Gordon, (Miss) Margaret Ann, A.C.A., 35 Woodvale Avenue, 
South Norwood, London, SE25. 

Gorton, Frank, a.c.a., 25 Arthur Street, Great Harwood, 
Blackburn. 
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Gorton, John Stanley, A.C.A., 1 West Avenue, Whitfield, 
' near Manchester. 
bw Asimdeb, A.C.A., 24 Napier Avenue, London, 

Goudge, Charles William, a.c.a., ‘Clynder’, Alt Road, 
Hightown, Liverpool, 

‘Goulder, Patrick Renshaw, a.c.a., ‘Wingfield’, Englefield 
Green, Surrey. 

Goult, George, A.C.A., 14 Darcy Avenue, Wallington, Surrey 

Grant, Newton Keene, A.C.A., ‘Little Green’, Connaught 
Road, Brookwood, Woking, Surrey. 

Green, Gerald, a.c.a., 20 Church Mount, London, №. 

Green, Robert Edward, a.c.a., 98 Valley Hill, Loughton, 
Essex. 

Greenwood, Colin Blain, 8.sc.(ECON.), A.C.A., 3 Station 
Road, Digswell, Welwyn, Herts. 

Grey, David Wolfe, a.c.a., т Grange Court, Gervis Road, 
Bournemouth. 

Griffiths, David William, A.C.A., with Goodland, Bull & Co, 
Bridgwater House, Corporation Street, Taunton, Somerset. 

Grosz, George, B.SC.(ECON.), А.С.А., 43 Nevern Square, 
London, SWs. 

Grover, (Miss) Joan Lucy, a.c.a., Little Bramlands Farm, 
Woodmancote, near Henfield, Sussex. 

Gruhn, Ernest Paul James, a.c.a., 16 Cavendish Drive, 

~~ Canons Park, Edgware, Middlesex. 


Haddleton, Michael, a.c.a., 28 Branksome Hill Road, 
Bournemouth. 
Hadler, John Kenneth, A.C.A., 22 Parkwood Avenue, Esher, 
Surrey. 
le, Stanley, A.C.A., 552 Bury New Road, Prestwich, 
ancs, 
Hall, Graham Neil, A.C.A., 36 Fairlawn Avenue, Chiswick, 
London, W4. 
Hall, John David, a.c.a., 16 North Gyle Drive, Edin- 
burgh, 12. 
Hall, Reginald Charles, A.C.A., so Lynwood Road, Tooting, 
London, SWr7. 
Hall, (Miss) Sheila Vivien Thurstans, a.c.a., 56 Howitt 
Road, London, NW3. 
Hamilton, John David Esmond, A.C.A., 122 Grand Drive, 
Raynes Park, London, SW20. 
Hammond, Edward Glyn, А.С.А., 12 St Hild Close, 
~ Darlington. 
Hd John Wilson, А.С.А., 115 High Street, Staple Hill, 
ristoi. 
Hancock; Peter, A.C.A., 11 Colville Avenue, Blackpool, S.S., 
ancs, 
Handcock, John Leslie, A.C.A., 21 Kinnersley Avenue, 
Clough Hall, Kidsgrove, Stoke-on-Trent, Staffs. 
Hooks Kenneth, A.C.A., 22 Ridgeway Crescent, Orpington, 
ent. 
Hanson, John, a.c.a., 7 Hall Lane, Northowram, Halifax. 
§Hardy, John Herbert Miles, a.s.a.a., 24 Mount Willmar, 
36 Isipingo Street, Bellevue, Johannesburg, South Africa. 
Harley, Michael Edward, a.c.a., 31 Kingsgate Avenue, 
Birstall, Leicester. 
Harris, Gordon Roy, LL.B., A.C.A., ‘Whitegates’, Wilmslow 
Road, Cheadle, Cheshire. 
Harrison, Denis Gilbert, A.C.A., 9 Canterbury Road, Penn, 
Wolverhampton, 
Harrison, Guy Antony, A.C.A., with Jackson, Pixley & Co, 
Kent House, Telegraph Street, London, EC2. 
У Harrison, Thomas Frederick George, A.C.A., 4 Ash Tree 
t Square, Burgh-by-Sands, near Carlisle. 
Hartley, Frank, A.C.A., 118 Rochdale Road, Todmorden, 
ancs. 
Haste, Derek Malcolm, A.C.A., 93 Hartington Terrace, 
Lidget Green, Bradford, 7. 
Haward, William Edward, А.С.А., 28 Egerton Gardens, 
Ilford, Essex. 
Hawkins, Brian Ernest, A.C.A., 202 High Street, Penge, 
London, SE20. 
Hawkins, Keith Raymond, a.c.a., 42 Raymond Avenue, 
South Woodford, London, E18. 
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Hayes, Peter John, A.C.A., 2594 Shakespeare Avenue, Hayes, 
Middlesex. 

Hayman, John Heathcote, A.C.4., 92 Ridgeview Road, 
Whetstone, London, N20. , 

Hazard, George Anthony, A.c.a., 36 North Hall Road, 
Grindon, Sunderland, Co. Durham. 

Heaford, James Anthony, A.C.A., ‘Greenways’, Broseley 
Avenue, Culcheth, near Warrington. 

Heffron, John Joseph, B.COM., A.C.A., 153 Cheveral Avenue, 
Radford, Coventry. 

Henderson, John Loudon Holmes, a.c.a., The Manor 
House, Great Barrow, Chester. 

Henley, Michael David Rex, A.C.A, 15 Dennis Street, 
Amblecote, Stourbridge, Worcs. 

Herring, David, A.C.A., 23 Richmond Avenue, Handforth, 
Wilmslow, Cheshire. 

Heymann, Louis, B.sC.(ECON.), 
Gardens, London, SW7. 

Hicks, Alexander William, a.c.a., ‘Hillside’, Great Cornard, 
Sudbury, Suffolk. 

(Higgins, Anthony Claude Edward, D.S.C., A.C.A., West 
House, Fore Street, Harlow, Essex. 

Hill, Stephen, A.C.A., 19 Rochdale Road, Edenfield, Rams- 
bottom, via Bury, Lancs. 

Hill-Allen, Geoffrey Walter, A.C.A., 78 Northumberland 
Avenue, Hornchurch, Essex. 

Hinkins, Gerald Anthony, A.c.A., 38 Central Avenue, Pinner, 
Middlesex. 

Hird, Alan John, a.c.a., with Dickinson, Keighley & Co, 
Royal Exchange Chambers, 61 North Parade, Bradford, 1. 

Hixson, Edgar, A.C.A., Bridge House, Longham, near Wim- 
borne, Dorset. 

Hocknell, Brian Thomas, A.C.A., 224 The Avenue, West 
Wickham, Kent. 

Hoda, Kazi Kamrul, B.A., A.C.A., St Catherine’s, Oxford. 


Hodges, Joseph Thomas Charles, a.c.a., 74 Hurstbourne 
Gardens, Barking, Essex. 

Hohler, Rio Tyrell Arthur, B.A., A.C.A., Long Crendon 
Manor, Aylesbury, Bucks. 

Holdich, Thomas Anthony White, A.C.A., ‘Dale Garth’, 
Cherry Burton, Beverley, East Yorks. 

Holman, David Mark, A.C.A., sx Brompton Avenue, Colwyn 
Bay, North Wales. 

Holman, Henry Anthony, A.c.a., 108 Hornsey Lane, High- 
gate, London, N6. 

Holmes, William Lane, B.A, A.C.A, East Lodge, South 
Darenth, Dartford, Kent. 

Hood, Peter Lynas, A.C.A., 44 Sycamore Crescent, Teesville, 
Southbank, Middlesbrough. 

Hookins, Peter McNeal, A.C.A., 125 Pollard’s Hill South, 
Norbury, London, SW16. 

Hoole, Robert Godlonton, A.C.A., Victoria League Club, 
55 Leinster Square, London, Wa. 

Hooper, James William, A.C.A., 19 Como Street, Romford, 

ssex. 

Horn, Timothy John, M.A., А.С.А., 17 Mulgrave Manor, 
Worcester Road, Sutton, Surrey. 

Hoskin, Spencer, A.C.A., 9 Vincent Crescent, Brampton, 
Chesterfield, Derbyshire. 

Howard, George, B.COM., A.C.A, 3 Boy Lane, Bierley, 
Bradford. 

Howarth, Giles William, A.C.A., ‘Highlands’, Junction Road, 
Deane, Bolton. | 

Howells, Dennis Gregory, A.C.A., 6 Elderslie Close, Eden 
Park, Beckenham, Kent. 

Hoy, Michael Robin, A.C.A., 35 Westbury Road, North- 
wood, Middlesex. 

Huggett, Derek William Crease, a.c.a., 61 Amberley Road, 
London, N13. 

Hughes, Michael John, A.C.A., 52 Ridgeway Avenue, New- 
port, Mon. 

Hughes, Neville Gordon, A.C.A., Great Rissington Hill, 
near Cheltenham, Glos. 

Humphrey, Brian Curtis, A.C.A.. ‘Spring Acres’, Llan- 
martin Road, Langstone, near Newport, Mon. * 

Hunt, Roy Malcolm, A.C.A., 69 Putnoe Street, Bedford. 
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Inchley, Edward Arthur, A.C.A., 45 Main Road, Grendon, 
Northants. 

Ingham, John, A.C.A. 13 Hawke Street, Stalybridge, 
Cheshire. : 

Ingledew, John Frazer, A.C.A., with C. Hoare & Co, 67 Park 
Lane, London, Wr. 

Inman, Alan Albert, A.C.A., 87 Deere Green Road, Olton, 
Solihull, Warwicks. 

Isbell, George John Robert, A.C.A., 74 Ipswich Road, 
Norwich, NOR6sD. 


Jadavjee, Amirally Amersh, A.C.A., c/o Barclays Bank 
D.C.O., x Cockspur Street, London, SW1. 

Jaffery, Mohamed Калі, A.C.A., with R. H. March, Son & 
Co, Baltic House, Mount Stuart Square, Cardiff. 

James, Kenneth Eric, A.C.A., 16 Warlingham Road, Thorn- 
ton Heath, Surrey. 

Jameson, Ian, A.C.A., 8 John Street, Bedford Row, London, 
WC. ; 

Jasiukowicz, Andrzej Stanislaw, B.COM., A.C.A., with Russell 
& Co, 45 Bedford Square, London, WC, 

Jeffay, Cedric Bernard, A.C.A., 18 Cartmell Road, St Anne’s 
on the Sea, Lancs. 

Jenkins, Richard William, А.С.А., 217 Main Road, Gidea 
Park, Essex. 

Jewitt, "David, A.C.A., 21 Atlas Street, Bradford, 8, Yorks. 

Johnston, James Melville, A.C.A., 118 Alderbrook Road, 
Solihull, Warwicks. 

Jones, Keith, A.C.A., 23 Gelli Road, Pemberton, Llanelly, 
Carms: 

Jones, Kenneth Ankers, A.C.A., 30 Cole Street, Moston, 
Manchester, 10. 

Jones, Martin Conway, A.C.A., Riverhill Hotel, Talbot Road, 
Birkenhead, Cheshire. 

done) Kenneth, A.C.A, 9 Shellmor Avenue, Patchway, 

ristol. 

Jordan, Michael James, A.C.A., 25 Derby Street, Burton-on- 
Trent, Staffs. 

Jordan, Robert Michael, A.C.A., 131 Victoria Road, Oldbury, 
near Birmingham. 

Jukes, Richard Wilmot Starr, a.c.a., White House, Watford 
Road, Northwood, Middlesex. 


Keane, Maurice, A.C.A., 22 Lealand Road, South Totten- 
ham, London, N15. 

Kemp, Terence George, A.C.A, 5 Dell Road, Enfield, 
Middlesex. 

Khan, Mohammed Razaullah, a.c.a., x5 Rosary Gardens, 
London, SW7. 

Khan, Muhammad Anwar, А.С.А., 4 Linden Gardens, 
London, W2. 

King, Alwyn, А.С.А., 6 Thornhill Crescent, Goldcroft, 
Weymouth, Dorset. ~. 

King, Leslie, a.c.a., 3 Shelley Grove, Rawcliffe Lane, York. 

Knapton, Anthony William, A.C.A., 62 Shaftesbury Avenue, 
Doncaster, Yorks. 

Knight, Keith, a.c.a., 106 Killinghall Road, Bradford, 3. 

Knowles, Derek William, А.С.А., 5 Winchester Avenue, 
Blackpool. 

Kondratiuk, Joseph Wladyslaw, LL.M., A.C.A., 40 Bowrons 
Avenue, Wembley, Middlesex. 

Koram, Emmanuel Offei, a.c.a., 78 Woodland Rise, London, 
Nio. 


Lakoufis, Nicholas Neophytou, A.C.A., 8 Calypso Street, 
Nicosia, Cyprus. 

Lamb, Michael Francis, A.C.A., 41 Steele's Road, Hamp- 
stead, London, NW3. 

Lambert, Philip Lewis, A.C.A., 65 ‘Woodhouse Lane, Sale, 
Cheshire. 

Lancaster, Robert Frederick, A.C.A., 77 Moor Drive East, 
Great Crosby, Liverpool, 23. 

Lane, Kenneth Antony, M.A., А.С.А., 65 Woodstock Road, 

- Moseley, Birmingham, 13. 

Lane, Ference Walter, A.C.A. , 89 Lugard Road, Peckham, 
London, SE15. 
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Langford, Roger William, A.C.A., 83 Ridgeway Crescent 
Orpington, Kent. 

Law, Brian, A.C.A., 3 Elmsford Grove, Longbenton, New- , 
castle upon Tyne, 12. 

Law, John Alexander Gordon Charles, B.A., A.C.A., 522 ' 
Sherbrooke West, Apartment r, Montreal, Quebec, 
Canada. 

Lawrence, Derek John, a.c.a.; 64 Ravenscroft Avenue, 
Wembley, Middlesex. 

Laycock, (Miss) Marjorie, a.c.a., 2 Ash Grove, Skye Lane, 
Earlsheaton, Dewsbury. 

Lee, Alfred David, B.A.(ECON.), A.C.A., 3 Rayleigh Court, 
Cambridge Road, Kingston upon Thames, Surrey. 

Lee, Brian William, A.C.A., 97 Ribblesdale Road, Sherwood, 
Nottingham. 

Les, Kenneth William, A.C.A., 6 Station Road, West Hallam, 

erby. 

Leete, Michael John Hargreaves, B.A., A.C.A., 
Temple Road, Buxton, Derbyshire. 

Legge, Richard Hildebrand, А.С.А., The Hem, Perton, 
Compton, near Wolverhampton. 

Lemon, Geoffrey Raymond, A.C.A., 4 Grove Pastures, 
Lymington, Hants. 

Leoffeler, Harold Victor, a.c.a., 71 Hulse Avenue, New 
Barking, Essex. 

Leon, Anthony Jack, A.C.A., 12 Brooklawn Drive, Withing- 
ton, Manchester, 20. 

І Estrange, John Scholles, A.C.A., 14 Sunset Avenue, Wood- 
ford Green, Essex. 

Levine, Anthony Ronald, a.c.a., 35 Marlborough Avenue, 
Edgware, Middlesex. 

Levy, Edward Geoffrey, A.C.A., 7o Burlington Avenue, Kew 
Gardens, Richmond, Surrey. 

Lewis, Allen Francis, a.c.a., 25 Bloomfield Flats, Grosvenor 
Hill, Grosvenor Street, London, Wr. 

Lewis, Neville Frank, B.sc., A.C.A., 256 Finchley Road, 
Hampstead, London, NW3. 

Lewis, Peter Howard, a.c.a., with Т. A. Aizlewood & Co, 
Prudential Buildings, 36 Dale Street, Liverpool, 2. 

§Lewis, Thomas Edward, A.s.A.A., 24 Landscape Crescent, 
Churchtown, Dublin. 

Lewis, Walter David Graham, А.С.А., 40 Buckingham 
Palace Mansions, London, SWr. 

Light, Kenneth Henry Lionel, A.C.A., 4 Cranley Gardens, 
London, SW». 5 

p Peter James, A.C.A., 310 Dudley Road, Birming- 

am, 18. 

Lishman, John Pinkney, A.C.A., 39 Cairns Road, Fulwell, 
Sunderland, Co. Durham. 

Lister, Edward Stuart Hardill, a.c.a., 567 Bradford Road, 
Cleckheaton, Yorks. 

Lister, Geoffrey Richard, A.C.A., 12 Birr Street, Shipley, 
Yorks. 

Littlebury, John David Baron, A.C.A., 2 Elton Avenue, 
Blundellsands, Liverpool, 23. 

Liversidge, John Edward, B.A., A.C.A., 18 Rectory Grove, 
Gosforth, Nev.castle upon Tyne, 3. 

Livesey, Kevin Francis, M.A., А.С.А., 51 Bryn Lea, Barrow 
Bridge, Bolton, Lancs. 

Livsey, Colin, A.C.A., 18 West View, Womersley Road, 
Knottingley, Yorks. 

Lloyd-Jones, Melvin Russell, a.c.a., 3 Tedworth Square, 
Chelsea, London, SW3. 

Lock, John William, A.C.A., бт Bramley Road, London, N14. 

Lock, Paul Robert Henry, A.C.A., 5 Lewis Road, Taunton, 
Somerset. 

Lovegrove, Terence John, A.C.A., 
Cheshunt, Herts. 

Lowe, J ohn. Douglas, A.C.A., 35 Belvedere Road, Coventry. 

Lowe; John Malcolm, a.c.a., 5 Whitecote Hill, Bramley, 
Leeds, 13. 

Lowe, Michael John, A.C.A., A11 Freeston Avenue, Oaken- 
gates, Salop. ` 

Lucas, Alan, A.C.A., 18 Claridges Lane, Ampthill, Beds. 

Lunt, Christopher Randle, - A.C.A., 4 Myton Crescent, 
Warwick. 


‘Greengates’, 


12 Clement Road, 
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David Charles, 3.sc.(ECON.), A.C.A., 12 Wool 
imbledon, London, SW2o. 
illiam Edward, A.C.A., 11 Greenwood Close, 
td, Bridgend, Glam. 
Ecíarlane, Peter Froude, A.C.A., 25 Greenway Close, 
London, М20. 
McGeough, Patrick David, A.C.A., 63 New Penkridge Road, 
Cannock, Staffs, 
Macgregor, Alexander Ian, A.C.A., 50 Grosvenor Avenue, 
Hayes, Middlesex. 
McLennan, John George (Jun.), A.C.A., e Eastbourne 
Avenue, Walker, Newcastle upon Tyne, 6 
MacLeod, Kenneth, A.C.A., 15 Selwyn Court, "Church Road, 
Richmond, Surrey. 
McMorrine, Derek William, A.C.A., 24 Alan Avenue, Fails- 
worth, Manchester. 
Mady, John Vaughan, A.C.A., 17 Stilehall Gardens, Chis- 
wick, London, W4. 
Magness, Brian John, A.C.A., 118 Broomfield Avenue, 
Worthing, Sussex 
Major, Paul, a.c.a., 76 Lynwood Road, Ealing, London, Ws. 
Majzub, Fuad, A.C.A., c/o Bank Melli Iran, Tehran, Iran. 
Mallett, Arthur Harry, A.C.A., 8 Vivian Road, Welling- 
borough, Northants, 
Mannering, Clive Trevor, А.С.А., 22 Branscombe Gardens, 
~ Winchmore Hill, London, №1. : 
Mansour, Farid Sabry, B.COM., A.C.A., Kafr EI Dawar Street 
No. r, Heliopolis, Cairo, U.A.R. 
Margolis, Stanley, A.C.A., 59 Bourneside Road, Addlestone, 
Surrey. 
Marks, Leonard Geoffrey, a.c.a., 13 Apsley "House, St 
John’s Wood, London, NW8. 
Marley, "Timothy James, A.C.A., І St Vincent Terrace, 
Redcar, Yorks. 
Marsden, Paul Graham, A.C.A., 70 Kechill Gardens, Hayes, 
Bromley, Kent. 
§Martin, Colin David William, a.s.a.a., 34 Oaklands, 
Argyle Road, London, W13. 
Martin, Tony ' James Cathcart, А.С.А., 5 Huxley Parade, 
Great Cambridge Road, Edmonton, London, N18, 
Martle, David Henry James, A.C.A., 142 Locket Road, 
Harrow Weald, Middlesex. 
Mather, Colin Stuart, А.С.А., 
ton, Yorks. 
Mattar, Antoine Naim, B.A., A.C.A., 158 Jersey Road, Bony- 
maen, Swansea, Glam. 

Matthews, Paul Kennedy, A.C.A., 61 Crossways, Gidea Park, 
Romford, Essex. 
Matthews, Royston, 

Basford, Nottingham 
Mattison, David John, А. (с. A., with Graham, Proom & Smith 
2 Saville Place, Newcastle upon Tyne, І. 
Maxwell, Charles Joseph Patrick, A.C.A., 46 Montpelier, 
Weston-super-Mare, Somerset. 


11A St James’ Road, Bridling- 


row 25 Langtry Grove, New 


Maxwell, Robert Burton, a.c.a., 88 Sandhill Oval, 
Alwoodley, Leeds, 17. А 
Meggitt, William Michael, B.A., A.C.A 167 Fairway, 


Waltham, near Grimsby. 

Mellor, Michael Edward, A.C.A., 49 Teignmouth Road, 
Torre, Torquay, Devon. 

Middleton, Derek James, a.c.a., 42 Slater Avenue, Colne, 
Lancs. 

Midgley, Donald Edward, B.A., A.C.A., 83 Middle Lane, 
Hornsey, London, N8. 

Miller, John Axel, A.C.A., ‘Potters’, 

~ Guildford, Surrey. 

Mills, George Ian, A.C.A., ІІ Leigh Road, Southampton. 

Mirza, Мића Rashid, B.A.(ECON.), A.C.A., c/o Mirza’s 
Pharmacy, Wuthba Street, Baghdad, Iraq. 

Mitchell, Brian Jack, a.c.a., 18 Arundel Road, Tunbridge 
Wells, Kent. 

Mitchell, Jeremy David Barraclough, A.C.A., 616 Eastern 
Avenue, Ilford, Essex. 

Mittlestrass, Dennis Arthur, A.C.A., I Christies Avenue, 
Badgers Mount, near Sevenoaks, Kent. 


Shamley Green, near 
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Molyneux, Austin David, A.C.A., Birch Tree House, Moss 
Bank, St Helens, Lancs. 

Moore, George Edward, a.c.a., 63 Glenluce Drive, Farring- 
don Park, Preston, Lancs. 

Moore, Keith Charles, ACA. => 
Avenue, Whitstable, Kent. 

Moore, Peter George, A.C.A., 16 Preesall Avenue, Heald 
Green, Cheadle, Cheshire. 

Moore, Richard David, A.C.A., 32 Wayside Drive, Oadby, 
Leicester. 

Moran, Michael George, A.C.A., 42 Vine Road, Green Street 
Green, Farnborough, Kent. 

Morgan, David Leonard, А.С.А., 77 Cromwell Road, Win- 
chester, Hants. 

Morgan, Olusanjo Ayotunde, B.SC.(ECON.), А.С.А., with 
Binder, Hamlyn & Co, 121 Queen Victoria Street, 
London, EC4. 

Morris, Albert, A.C.A., 65 Lorenzo Drive, West Derby, 
Liverpool, 11. 

Morris, James Ian, A.C.A., Rock Cottage, Dunham Hill, via 
Warrington. 

Morris, Raymond Robert, A.C.A., 5 Windsor Road, Ansdell, 
Lytham St Annes, Lancs. 

Morris, Thomas Alfred Patrick, a.c.a., 51 The Avenue, 
Rayners Lane, Pinner, Middlesex. 

Morritt, Robert Matthew, А.С.А., 570 Dereham Road, 
Norwich, Norfolk, NOR44J. 

Mufti, Humayaun Sultan, A.C.A., 4 Helenslea Avenue, 
London, NW11. 

Mulla, Ebrahim Tayabali, A.C.A., 38 Queensgate Terrace, 
London, SW7. 

Mullins, Derek, A.C.A., with W. N. Hoyte, 3 Palace Gate, 
Exeter, Devon. 

Munson, Alfred Charles, a.c.a., Goff's Oak House, Goff's 
Oak, Waltham Cross, Herts. 

Mycock, Brian, A.C.A., 3 Park Road, Heaton Moor, Stock- 
port, Cheshire. 

flMyers, Laurence, A.C.A., Laurence Myers & Со, 11/13 
Southampton Row, London, WC1. 

Nabavi, Parviz, B.sc.(ECON.), А.С.А., c/o Bank Melli Iran, 
Avenue Ferdowsi, Tehran, Iran. 


‘Skerries’, Grimthorpe 


Ме зе, John Edwin Harger, A.C.A., with Barton, Mayhew 
& Co, Alderman’s House, Bishopsgate, London, ECa. 
Nelson, Bryan Hedley, A.C.A., 6 Percy Gardens, Tynemouth, 
Northumberland. 

Newman, Robin Alfred, A.C.A., 18 Lakeside Avenue, Red- 
bridge, Ilford, Essex. 

Newth, Rodney Arthur Leslie, B.A., A.C.A., Wilton Old 
Farm, Beach, Bitton, Bristol. 

Newton, Derek Hinds, A.C.A., 108 Grand Drive, Raynes 
Park, London, SW2o. 

Nichol, Brian Richard, a.c.a., 58 Leslie Road, East 
Finchley, London, N2. 

Nicholls, John Thomas, A.C.4., 133 Newbridge Road, St 
Annes, Bristol, 4. 

Nicholson, Anthony Valentine, A.C.A., The Red House, 
Oakwood Avenue, Purley, Surrey. 

Nicholson, Raymond Edgar, A.C.A., 46 Montague Road, 
Tottenham, London, N15. 

Nickalls, Robert Wilkie, A.C.A., 177 Scrogg Road, Walker, 
Newcastle upon Tyne, 6. 

ed Frank Housely, А.С.А., 14 Yew Bank Terrace, Ilkley, 

orks. 

Nutter, James Edward, a.c.a., 384 Greenside Lane, Droyls- 

den, near Manchester. 


Oforiokuma, Tamunobere, B.A., A.C.A., with Price Water- 
house & Co, 3 Frederick's Place, Old Jewry, London,ECa. 

O'Hagan, Michael, A.C.A., 7 Tenement Lane, Bramhall, 
Stockport, Cheshire. 

Onions, David Maxwell, A.C.A., 21 Thames Side, Staines, 
Middlesex. 

Orbell, Eric William, A.C.A., 20 Allison Street, Lincoln. 

Orkin, "Barry Mayer, A.C.A. ,94 Teignmouth Road, Willesden 
Green, London, NW2. 
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Orton, John Ernest, A.C.A., 3 Chatsworth Gardens, St 
Anthony’s, Newcastle upon Tyne, 6. 

Oyelami, Adegboye Adesina, B.sc.(ECON.), A.C.A., 29 Nether 
Hall Gardens, London, NW3. 


Page-Wood, Marcus John, A.C.A., 
Avenue, Colchester, Essex. 

Palmer, Michael John, A.C.A., ‘Dolphins’, Stagbury Avenue, 
Chipstead, Surrey. 

Pangbourne, John Richard, a.c.a., ‘Laneside’, Glasllwch 
Lane, Newport, Mon. 

Pantoock, Chester Maurice, A.C.A., 46 St Philip’s Avenue, 
Eastbourne, Sussex. 

Paramour, John Christopher, a.c.a., 7 Oakdale, Southgate, 
London, N14. 

Parkes, Bryan Michael, a.c.a., 5 Witton Road, Penn, 
Wolverhampton. 

Parkin, John Leonard, A.C.A., 9 Margaretting Road, South 
Wanstead, London, E12. 

Parks, Peter Eric, a.c.a., 39 Link Lane, Wallington, Surrey. 

Partington, John, A.C.A., 55 Carleton Road, Tufnell Park, 
London, N7. 

Pater, John Clayton, a.c.a., 4 King Street, Wilton, Salis- 
bury, Wilts. 

Patmore, James Herbert Frank, a.c.a., 37 Second Avenue, 
Walthamstow, London, E17. 

ae aes Kumar, A.C.A., 20 Weatherby Gardens, London, 

5, 

Payne, Maurice, A.C.A., 96 Pool Lane, Langley, near 
Birmingham. 

Payne, Raymond Walter, A.C.A., 59 Hazel Street, Leicester. 

Peake, David Chester, A.C.A., 7 Arkindale Road, Catford, 
London, SE6. 

Peapell, Philip Lawson, A.C.A., 6 Dulwich Wood Park, 
London, SE19. 

Pembroke, Mark, A.C.A., 78 Inverness Terrace, London, №2. 

Pereira, Anthony Francis Casmiro, A.C.A. 3B Haymans 
Green, Liverpool, 12. 

Perrett, Peter William Russell, a.c.a., c/o J. Perrett & Son, 
21 Torbay Road, Paignton, Devon. 

Perry, Cecil William, B.A., A.C.A., 7 Glenmore Road, 
London, NW3. 

PM Peter John, A.C.A., 82 Lindsey Road, Dagenham, 

Ssex. 

Perryman, (Miss) Brenda Кау, A.C.A., 76 Northwood 
Gardens, Ilford, Essex. 

Phillips, Brian Edward, A.C.A., 25 Cambridge Avenue, 
Solihull, Warwicks. 

Pickard, Bryan Milner, A.C.A., 124 Oak End Way, Gerrards 
Cross, Bucks. 

Pickford, Edward Fredric, a.c.a., 20 Deepdale Avenue, 
Withington, Manchester, 20. 

Pike, Michael James, A.C.A., c/o Pike Bros. & Co (1937) Ltd, 
Ludgate Works, Rookery Way, Hendon, London, NW4. 

Pinnock, Robert Leonard, A.C.A., 21 Holmes Avenue, Hove, 
Sussex, 

Piper, James Barrie McDonald, a.c.a., c/o Carnegies of 
Welwyn Ltd, Welwyn Garden City, Herts. 

Pippen, Frederick Ivor, В.А., А.С.А., 22 Oarside Drive, 
Wallasey, Cheshire. 

Plotnek, Malcolm Alexander, A.C.A., 198 Lordswood Road, 
Harborne, Birmingham, 17. 

Plumtree, Brian Michael, A.C.A., 78 Mostyn Road, Merton 
Park, London, SW19. 

Porter, Michael Lawrence, A.C.A., 186 Abbey Lane, Beau- 
chief, Sheffield, 8. 

Potter, Alan Ernest, A.C.A., 4 Rosenau Crescent, Battersea, 
London, SWir. 

Potter, David Anthony, A.C.A., 29 St Augustine's Avenue, 
Ealing, London, Ws. 

Potter, Richard Vernon, B.COM., А.С.А., 179 Moor Lane, 
Great Crosby, Liverpool, 23. 

Potter, Terence John, A.C.A., 3 Laburnum Cottages, 
'Tavistock, Devon. 

Price, Edwin Denny, A.C.A. ‘Martincross’, Holt Wood 
Road, Oxshott, Surrey. 


‘Martinmas’, Glen 
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Prince, Colin, A.C.A., 2 Preston Lane, Allerto: 
Castleford, Yorks. 

Pring, Thomas Neale, A.C.A., "Woodslea', Bramp 
Exeter, Devon. 

Prior, Rodney Francis Cunningham, A.C.A., 461 Cockfos 
Road, Hadley Wood, Barnet, Herts. 

Pugh, John Anthony Chandley, A.C.A., Conduit Rise, Con- 
duit Head Road, Cambridge. 

Purvis, Stanley Laurance, B.A.(COM.), A.C.A., 390 Hale Road, 
Hale Barns, Cheshire. 

Puttock, George ‘Thomas, А.С.А., 7 Wyndham Avenue, 
Leigh, Tonbridge, Kent. 


Quickfall, John Edward Holgate, a.c.a., 5 Thorn Nook, 
Muncaster, York. 


Rabindranath, Alalasundram Selvaretnam, A.C.A., with 
I. B. Goldstein & Co, St Andrew’s House, 32 Holborn 
Viaduct, London, ЕСт. 

Rabjohns, Michael William, A.C.A., 47 Fairways, Dyke Road, 
Brighton, Sussex. 

Rae-Fraser, George Stephen, A.c.a., 
Waltham St Lawrence, Reading. 

Raistrick, Malcolm George, А.С.А., 28 Ashgrove, Green- 
gates, Bradford. 

Randell, Patrick William Barrie, a.c.a., 138 Southlands 
Road, Bromley, Kent. 

Raw, James Robert Foster, A.C.A., ‘Tintagel’, Russells 
Crescent, Horley, Surrey. 

Rawcliffe, Roger Capron, B.A., A.C.A., 26 The Highlands, 
Moreton Road, Buckingham. 

Rawcliffe, Thomas, a.c.a., 14 Elmsley Street, Preston, 
Lancs. 

Rayner, Alan Michael, a.c.a., 95 Alwoodley Lane, Leeds, 


Forge Cottage, 


17. 

Rayner, Michael Edward Charles, a.c.a., ‘Horsleydown’, 
Wellington Parade, Walmer, Kent. 

Redfern, Peter Walton, A.C.A., 23 Bosden Avenue, Hazel 
Grove, Cheshire. 

Rees, David, a.c.a., 105 Cheadle Old Road, Stockport. 

Rees, David Minton, a.c.a., 1 Antwerp Place, Rose Hey- 
worth Road, Abertillery, South Wales. 

Rex, Norman, A.C.A., 51 Clarendon Road, Grimsby. 

Reid, David John, a.c.a., 6 Eversley Road, Moss Lane, 
Hebden Bridge, Yorks. 

Reynolds, Bernard Joseph, B.A., A.C.A., 379 Caerphilly Road, 
Cardiff. 

Reynolds, William James, A.C.A., 59 Forest Road, Dalston, 
London, E8. 

Rhodes, William Whitteron, A.C.A., 22 Oxford Road, St 
John's, Wakefield. 

Richards, Derek Pointon, A.C.A., 36 Streetly Crescent, Four 
Oaks, Sutton Coldfield, Warwicks. 

Richardson, David Charles, A.C.A., І Limeway Terrace, 
Dorking, Surrey. 

Richardson, Peter Robert, A.c.4., 7 Bulwer Road, London, 

ІІ, 

Ring, Paul, a.c.a., 18 Aldred Road, Sheffield, 10. 

Roberts, David William Frederick, А.С.А., 30 Bishop Road, 
St Helens, Lancs. 

Roberts, Geoffrey, A.C.A., 123 Allenby Road, Leeds, xr, 
Yorks. 

Roberts, John Hilmer, А.С.А., with Roberts, Legge & Co, 
3 Rumford Place, Liverpool, 3. 








Robertson, James, A.C.A., 32 Great North Road, Welwyn, 


Herts. 


Robinson, Barry, A.C.A. ro Wantage Road, Carrville, 


Durham. 

Robinson, Kenneth Alfred, A.C.A., 4 Kingsmead Road 
South, Oxton, Birkenhead, Cheshire. 

Robinson, Richard John, M.A., A.C.A., 116 Great Arthur 
House, Golden Lane, London, ЕСт. 

Robson, Eric Stuart, a.c.a., 41 Link Road, Cottingham, 
East Yorks. 

Rodgers, Robert Philip, A.C.A. 102 Broomfield Avenue, 
Palmer's Green, London, N13. 
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Punched Card Job? THE 
PRVICE BUREAUXIN ату & wesTEND) | || MAGNET BUILDING SOCIETY 


PUNCHING, VERIFYING, A Member of the Building Societies Association 
SORTING, REPRODUCING, 
INTERPRETING and 


SHARES 33% PER ANNUM 


TABULATING 3 
21-Column ICT (Powers-Samas) DEPOSITS 76 PER ANNUM 
"Hg 4 x ( » » ) , ' Income Tax Paid by the Society 
80- > ICT Boerin” и 
80- ІВМ | Deposits in this Society are 
* Trustee Investments 
An economical service comprehensively 
equipped, and designed to meet the ASSETS EXCEED £5,000,000 


demands of users and non-users alike 


AJAX CALCULATING SERVICE LTD | |, 
uii Particulars from: 
9 BOW LANE, LONDON, ECA MAGNET HOUSE · PADDINGTON GREEN 
Ring City 6112 for Immediate Service LONDON W2 TEL. AMBassador 1022-3-4 


RESERVES EXCEED £400,000 








Glasgow Industrial Finance Limited 
(СТЕ) 


is equipped to provide advice and assistance in the many aspects and problems of Company Finance, 
the raising of further capital, the marketing of shares and the obtaining of quotations on the appropriate 
Stock Exchange/Exchanges 


Directors: 
` DAvip CARNEGIE (Chairman); 
J. PERCIVAL AGNEW, D.L., C.A.; JOHN DUNLOP, C.A., F.F.A.; R. ALISTAIR MURRAY; 
ANDREW RINTOUL, C.A.; R. M. ROBERTSON; J. M. ROSS, F.F.A. 


Managers: 
В. ALISTAIR MURRAY; J. I. MURRAY 


Secretary and Registered Office: 
J. F. A. GIBSON, C.A., 175 West George Street, Glasgow, C2 
Telephone: Central 6242 & 4152 


Further particulars are contained in a brochure which may be obtained on application to the Registered 
Office of the Company 
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Solving a graw 
social problem 


You can scarcely open a newspaper without reading of 
h . some new act of violence—often involving children. 
у \ en you Prosperity and crime seerh to grow hand in hand. 
What’s to be done? The Shaftesbury Society knows 
Christianity to be the answer—a robustly vital, work- 
a-day Christianity. As cities change and new estates 
develop, more religious and social facilities are re- 
are as e quired. The Shaftesbury Society meets the need with 
new interdenominational missions which quickly be- 
come lively centres of social, recreational and religious 
activities for men, women, and children of all ages. 
These missions, which perform valuable service, need 
ab out funds. Please will you help? All subscriptions and 
donations help us answer the question: ‘ what’s to be 
| done?’ 


THE 


Charterhouse | Shaftesbury 





SOCIETY 


112 REGENCY STREET, LONDON, S.W.1 
Reg. under the Nat. Assist. Act 1948 





The Charterhouse Group offer 
Z advice and assistance covering 


the provision of permanent and 
medium-term capital for private compan- 


ies; arrange new capital by means of public 













issue; provide hire purchase facilities and YOUR 


also a complete merchant banking service. STATISTICAL AND ACCOUNTING 
A booklet, Capital for Industry and Trade, STATEMENTS 
which outlines some of these services, will 


: Produced on Modern Punched- 
be sent on request. 


Card Equipment with 100 per cent 
accuracy. 


Can we help you? 


CHARTERHOUSE | rose tore ses 


to cope with staff illness and holidays, 


backs good management as well as a regular Contract Service. 


Write or phone to: 

THE CHARTERHOUSE GROUP LIMITED Tabulating and Mechanical 
THIN'S LANE Accounting Service Ltd 

cer. : Set (Subsidiary of Nation Life & General Assurance Co Ltd) 

Nation House, Teddington, Middlesex 

Telephone: TEDdington Lock 3355 


xc 
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5th; 1960 


nn Henry Wilson, a.c.a., 42 Conway Road, 
oe Alan, A.C.A., 168 Windsor Street, Wolver- 


ae Gerald Robert, A.C.A., 44 Montpelier, 

on-super-Mare, Somerset. 

poss, Derek Guy, A.C.A., with Ross, Jones & Co, 166 New- 

port Road, Cardiff. 

Rourke, Brian, А.С.А., 4 Hall Drive, Greasby, Upton, 
Wirral, Cheshire. 

аА Pinaki Ranjan, д.5.А.А., 48 Belsize Park, London, 


Royce, Harry, A.C.A., 165 Cheetham Hill Road, Man- 
chester, 8. 
Rubin, Marshall, A.C.A., 
Cheshire. 
Воо, James Grevile, A.C.A., 17 Chiltern Road, Hitchin, 
erts. 
§Runsey, Robert Arthur, A.8.A.A., 648 9th Street, Park More, 
P.O. Hurlpark, Transvaal, South Africa. 
"ar Robert Johnston, a.c.a., 12 Grange Road, Bushey, 
erts. 


*Red Roofs', Broad Lane, Hale, 


Saideman, Seymour Geoffrey, a.c.a., 46 Hale Lane, Mill 
Hill, London, NW*. 

$Saldanha, Desmond Joseph, A.S.A.A., 4 ''hirlmere Road, 
London, SW16. 

Saleem, Safdar, A.C.A., 12-Q Gulberg, Lahore, West Pakistan. 

Sallows, Alan John, A. С.А., 92 Aylesbury Road, Wendover, 

ucks. 

flSamuels, Montague Ivor, B.sc.(zCON.), A.C.A., Montague 
Ivor Samuels & Co, 14 Harley Street, London, Wi. 

Sanders, Paul Thomas Dexter, A.C.A., 34 Headlands, 
Wellingborough, Northants. 

Santocki, Janusz, B.COM., A.C.A., 53 Kingscourt Road, 
Streatham, London, SW16. 

Sargent, Frederick Samuel, A.C.A., with Gilbert Shepherd, 
Owen & Co, 22 St Andrew’s Crescent, Cardiff. 

Sargent, Geoffrey Frank, А.С.А., 13 Borkwood Way, 
Orpington, Kent. 

Sargent, John, A.C.A., 70 Tonbridge Road, Maidstone, Kent. 


Scargill, Alvin, a.c.a., 32 Ouzelwell Road, Thornhill Lees, 
Dewsbury, Yorks. 
Schofield, Keith, a.c.a., 9 Castleton Road, Hazel Grove, 
Stockport. 
Scott, Brian Donald, A.C.A., 12 Horsley Road, High Heaton, 
Newcastle upon. Tyne, 7 7. 
Scott, Colin, a.c.a., 51 Garthland Road, Hazel Grove, 
Stockport, Cheshire. 
Scott, Derek Andrew, B.A., A.C.A., 15 Highgate West Hill, 
London, N6. 
Searle, Peter Fleming, A.C.A. ‘Old Orchard’, 
hangers Road, Maidenhead, Berks. 
Seddon, Ronald Kelsall, B.A.(COM.), A.C.A., 34 Redesmere 
Drive, Orrishmere Estate, Cheadle, Cheshire. 
Setchell, Paul Arthur, A.C.A., ‘Ziarat, Harthall Lane, 
Hemel Hempstead, Herts. 
§Sexton, John Patrick, А.5.А.А., 29 Avonmore Gardens, 
Avonmore Road, London, М№14. 
Shafran, Michael Alan, B.sC.(ECON.), А.С.А., 61 Evering 
Road, Stoke Newington, London, №6. 
Shanahan, Patrick, A.C.A., 92 Huron Road, London, SW17. 
Shaplarid, David Frank, A.C.A., 42 Maryport Street, Usk, 
on. 
Shapland, Richard Guy, A.C.A., with Lodge & Winter, 
Midland Bank Chambers, Falmouth. 
“Sharp, Geoffrey Dennis, A.C.A., 247 Pennygate, Spalding, 
incs. 
Sharrock, John Bryan, A.C.A., 214 Selbourne Street, French- 
wood, Preston, Lancs. 
Shepherd, William John, А.С.А., go Westminster Road, 
Davyhulme, Manchester. 
Shepherdson, John Roger, A.C.A., 341 Main Road, Bilton, 
ull. 
Shinton, John, A.C.A., 72 Manor Road, Streetly, Sutton 
Coldfield, Warwicks. 


Shoppen- 
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Shirt, Harold Frederick, A.C.A., 23 Princes Road, Chinley, 
via Stockport, Cheshire. 

Short, Peter Alfred James, A.C.A., 2 Rose Villas, Tattershall, 
Lincoln. 

Shuttleworth, Eric, a.c.a., 116 Wilmslow Road, Handforth, 
Wilmslow, Cheshire. 

§Sibbald, James Lawson, B.COM., A.S.A.A., 78 Willowbrae 
Road, Edinburgh, 8. 

Siddons, Ernest George, А.С.А., 150 Clarence Road, Four 
Oaks, Sutton Coldfield, Warwicks. 

Sills, Michael Robert Thatcher, A.C.A., “Tonisfield’, Well 
Lane, Gayton, Wirral, Cheshire. 

Simmons, Paul Joseph, M.A., A.C.A., 5 South Hill Park 
Gardens, Hampstead, London, NW3. 

Simpson, Michael Harry Trevor, A.C.A., 61 Redhill Lodge 
Drive, Redhill, Notts. 

Simpson, Ronald, А.С.А., 93 Northlands, Chester-le-Street, 
Co. Durham. 

Sims, Philip Herbert, A.C.A., 36 Copley Road, Stanmore, 
Middlesex. 

Slocombe, John Clive, A.C.A., 236 Caerphilly Road, Birch- 
grove, Cardiff. 

Slowe, Robert Leon, A.C.A., 23 Wykeham Road, London, 


4. 

Smith, Anthony Hird, a.c.a., 48 Farfield Grove,. Butter- 
shaw, Bradford, Yorks. 

Smith, David Francis, A.C.A., 11 Ormerod Road, Stoke 
Bishop, Bristol, 9. 

Smith, David Heath, a.c.a., 24. Bass Street, Derby. 

Smith, Derek Welfare, A.c.4., D. W. Smith & Co, 295 
West Green Road, South Tottenham, London, №5. 

Smith, Gerald Albert, a.c.a., ‘Woodfield’, Maldon Road, 
Tiptree, Colchester, Essex. 

Smith, Harry Robin, A.C.A., 4 Alma Road, Peterborough, 
Northants. 

Smith, Ira, A.C.A., 31 Hall Lane, Pelsall, near Walsall, Staffs. 

Smith, James, LL.B., A.C.A, ‘Highcroft’, Earlswood Com- 
mon, Redhill, Surrey. 

Smith, John Nicholas Wilkins, A.C.A., 6 Austin Crescent, 
'Toronto, Ontario, Canada. 

Smith, Percy Thomas Willson, A.C.A 2 Burland Road, 
London, SW11. 

Smith, Peter John, A.C.A., 29 The Park, London, NWi1. 

Smith, Stanley, a.c.a., 27 Premier Street, Liverpool, 5. 

Smith, Victor Douglas, A.C.A., 12 Church Grove, Billesley, 
Birmingham, 14. 

Smithies, Maurice, A.C.A., 216 Clayton Road, Bradford, 7, 
Yorks. 

Snowden, Trevor David, a.c.a., 202 Stowhill, Newport, 


Mon. 

Sones, John Stafford, a.c.a., 64 Carisbrooke Road, Leicester. 

Spens, The Hon. William George Michael, M.B.E., В.А., 
A.C.A., Pattison Farm, Sevington, Ashford, "Kent. 

Spirit, William, A.C.A., 23 Temple Crescent, St Mark's 
Road, St Helier, Jersey. 

Sprunt, Norman William, A.C.A., 141 Sandy Lane South, 
Wallington, Surrey. 

§Srihari, Mahankali, 
London, SW7. 

Staniforth, Adrian Martyn Christopher, B.A.(COM.), A.C.A., 
*Torquilstone', Todwick, near Sheffield 

Stevenson, Alan Leonard, А.С.А., 20 Druid Stoke Avenue, 
Bristol, 9 

Stewart, Barry Sinclair, A.C.A., 22 Weldon Avenue, Bear 
Cross, Bournemouth. 

Stockwell, George, A.C.A., 95 Wentloog Road, Rumney, 
Cardiff. 

Story, George Jeremy Nigel, A.C.A., 26 Collingham Gar- 
dens, London, SWs. 

Streat, Albert John, a.c.a., 172 Chestnut Avenue, Exeter, 
Devon. 

Stretch, James Lionel, a.c.a., 84 Larmans Road, Enfield, 
Middlesex. 

Stronge, Christopher oo B.A., A.C.A., with Deloitte, 
Plender, Griffiths & Co, s London Wall Bujldings, 
London, EC2. 


А.5.А.А., 21 Queens Gate Terrace, 
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Sugarman, Montague Aaron, А.С.А., 63 Gledhow Park 
Grove, Chapel Allerton, Leeds, 7. 

Sultan, Rashid Ibrahim, B.A., A.C.A., c/o The Iraqi Embassy, 
22 Queen's Gate, London, SW7. 

Sussman, Harold Sidney, a.c.a., 42 Bush Grove, Canons 
Park, Stanmore, Middlesex. 

Sutherland, Brian George, A.C.A., 31 The Oakway, Radlett, 
Herts. 

Swain, Richard Allan, A.C.A., 
Nottingham. 

Swann, Derek Kenneth, A.C.A., то Curlew Road, Stopsley, 
Luton, Beds. 

Swarup, Arun Kumar, A.C.A., 28 Stanhope Road, London, 
N6. 


*Garthowen', Hoveringham, 


Sweatman, Ian Michael, a.c.a., 66 Primrose Mansions, 
Prince of Wales Drive, London, SW11. 

Sweeney, Francis Joseph, a.c.a., 22 Tollerton Road, 
Liverpool, 12. 

Sweet, David John, A.C.A., 13 Westbury Park, Bristol, 6, 

Swingler, Josiah Arthur, A.C.A., 141 Orphanage Road, 
Erdington, Birmingham, 24. 


Taggart, John Michael, B.COM., A.C.A., 96 Coronation Drive, 
Great Crosby, Liverpool, 23. 

Taylor, Brian Astley, a.c.a., 29 Hall Drive, Middleton, near 
Manchester. 

Taylor, David, A.C.A., 38 Newstead Terrace, Halifax. 

Taylor, Derek John, a.c.a., 23 Walker Avenue, Wollescote, 
Stourbridge, Worcs. 

Taylor, Peter David, A.C.A., 126 Hilton Road, Mapperley, 
Nottingham. 

Temple, George Barry, a.c.a., Flat G, 1278 Brudenell Road, 
Headingley, Leeds, 6 

Tennant, (Miss) Jean Statina, А.С.А., 7 Townsend Road, 
Pendlebury, Manchester. 

Thein Myint, Maung, B.SC.(ECON.), A.C.A., 7 Montague 
Street, London, WCr. 

Thickbroom, Peter Alfred, A.C.A., 42 Devonshire Road, 
Palmer’s Green, London, N13. 

Thomas, John Brian Langford, B.COM., A.C.A., 26 Old Barn 
Road, Bournville, Birmingham. 

Thomas, Norman Alan, A.C.A., І Cedar Avenue, Sidcup, 

ent. 

Thomas, Rees Samuel, A.C.A., 36 Hawthorn Road, Sebas- 
topol, Mon. 

Thompson, James Raymond, A.C.A., 44 Stareton Close, 
Green Lane, Coventry. 

Thompson, Kenneth, B.A., A.C.A., Elm Tree Farm, Halla- 
trow, Bristol. 

Thompson, Roy Sidney, A.C.A., 203 Firs Lane, Winchmore 
Hill, London, N21. 

Thorne, Brian Edward, A.C.A. ‘Fairlyn’, Esher Place 
Avenue, Esher, Surrey. 

Tomlinson, Brian, A.C.A., 46 Cavendish Road, Hazel Grove, 
Stockport, Cheshire, 

Toms, David, B.SC., A.C.A., ‘Aldreath’, Madron, Penzance. 

‘Townsend, George Bernard, A.C.A., 14 Church Road, Shaw, 
Oldham, Lancs. 

Treadgold, Sydney William, А.С.А., 2 Caldecott Gardens, 
Abingdon, Berks. 

Treby, Peter Henry, A.C.A., с/о Н. C. Ттеђу & Co, 29/30 
High Holborn, London, WCr. 

Tresidder, Valentine Christopher, A.C.A., ‘Sandy Gap’, 
Runfold, near Farnham, Surrey. 

Tugman, David Upton, a.c.a., 15 Hartington Road, Bram- 
hall, Cheshire. 

Turnbull, James, A.C.A., 27 Glenesk Road, Sunderland, 
Co. Durham. 

Turton, Trevor, А.С.А., 224 Papplewick Lane, Linby, Notts. 

Turton, William John, 121 Kimberley Road, Nuthall, 
Nottingham. 

Twigger, David Isaiah, a.c.a., зо Woodnewton Drive, 
Evington, Leicester. 


Undegwood, Patrick, A.C.A., 7 Lockwood Terrace, Gilling- 
ham, Dorset. 
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Vallins, John Herbert, a.c.a., 5 Gloucester Road. 
London, E11. 

Vellani, Shams-ud-Din Walimohamad, B.a., 
Foreland Road, Whitchurch, Cardiff. 

Vessey, John Frederick, А.С.А., 15 Oakwood Ro 
Doncaster, Yorks. 

Vesuna, Sam Minocher, A.C.A., 40 Kensington Park 
dens, London, Wir. 

Vittle, John Dawson, A.C.A., 1 Elizabeth Place, North Road, 
Plymouth, Devon. 

Vobes, Derek Gordon, A.C.A., 39A Brondesbury Villas, 
Kilburn, London, NW6. • 


Walden, Michael James, A.C.A., 21 Heol Don, Whitchurch, 
Cardiff. 

Wallace, John David Octavius, a.c.a., ‘Chalfonts’, White 
Rose Lane, Woking, Surrey. 

Waller, David Edward, A.C.A., бо Dagnall Park, London, 
SE25. 

Walter Donald, a.c.a., 13 Geoffrey Road, Sparkhill, 
Birmingham, 11. 

Walton, David Norman, В.А., А.С.А., 11 Campville, North 
Shields, Northumberland. 

Walton, William Alan, A.C.A., 4 Hutton Terrace, Newcastle 

' upon Tyne, 2. 

Wanders, Gerrit Jan, А.С.А., 134 Chanctonbury Way, 
Woodside Park, London, N12. 

Wardle, Michael George, A.C.A., 59 Loughborough Road, 
West Bridgford, Nottingham. 

Wariner, John Michael, a.c.a., 8 Saulfland, Smugglers Lane, 
Highcliffe, near Christchurch, Hants. 

Warne, Richard Michael, A.C.A., “Bien Venido’, Tumulus 
Road, Saltdean, Brighton, Sussex. 

Watkins, James Percival, А.С.А., 72 Crouch Hill, London, N8. 

§Watson, Alexander Shanks, А.5.А.А., 58 Sedgebrook Road, 
Spencefield Lane Estate, Leicester. 

Watson, Brian David, A.C.A., 38 Morley Street, Kettering, 
Northants. 

Watson, Douglas Alexander, A.C.A., 6 Hereford Gardens, 
Ilford, Essex. 

Watson, Howard Thomas, A.C.A., 21 Castle Drive, Maiden- 
head, Berks. 

Watson, James Kenneth, a.c.a., 2 Benskin Road, Watford, 
Herts. 

Watts, David Jones, A.C.A., ‘Mosslands’, Parkside Road,. 
Lowton, Warrington. 

Weaver, Michael Harold Anthony, A.C.A., 107 Main Street, 
Alrewas, Burton-on-Trent, Staffs. 

Webb, David Alan, A.C.A., ІА Market Parade, Hampton 
Road West, Hanworth, Feltham, Middlesex. 

Webb, Michael Chesterton, A.C.A., ІІ Alexandra Terrace, 
Marlborough, Wilts. 

Webber, Denzil James, B.Sc.(ECON.), A.C.A., 26 Kinnaird 
Avenue, Chiswick, London, W4. 

Weekes, Norman Austin, A.C.A., 26 Queensborough 'Гег- 
race, London, W2. 

Wells, Peter James, A.C.A., 132 Bath Road, Hounslow, 

iddlesex. 

Welsh, Ian William, M.A., A.C.A., 428 Gillott Road, Edg- 
baston, Birmingbam, 16. 

West, Colin Michael, A.C.A., 39 Lutterworth Road, Blaby, 
near Leicester. 

Weston, John Thomas, A.C.A., 49 Lordship Road, Stoke 
Newington, London, №6. 

Whatmough, Michael John, B.A., A.C.A., Deodar House, 
Pines Road, Bickley, Kent. 

Wheat, Philip Sydney, a.c.a., 130 Norton Road, Winton; 
Bournemouth. 

Wheeler, John David, A.C.A., 47 Birchington Avenue, 
Grangetown, Middlesbrough. 

White, Reginald, a.c.a., 58 Richardson Street, Carlisle, 
Cumberland. 

Whites Ronald Walter, A.C.A., 57 Scarsdale Villas, London, 


Whitchorn, Peter, A.C.A., 52 St Augustines Avenue, South 
Croydon, Surrey. 


n, 1960 










John Sayce, A.C.A., І Springhill Grove, Penn, 
hpton. 

e Patrick, A.C.4., 5 Downs Road, Epsom, Surrey. 
vid Locke, a.c.a., 36 Lea Road, Lea, near 


minson, John Richard, a.c.a., with Wilson, Stirling & 

Co, Imperial Buildings, 56 Kingsway, London, WC2. 

Wilkinson, Michael, А.С.А., ‘White Walls’, Moira Road, 
Ashby de Іа Zouch, Leics. 

Wilkinson, Michael Arthur Henry, A.C.A., 189 Main Road, 
Gidea Park, Essex. 

Williams, John Brian, A.C.A., 32 Blackmoor Drive, West 
Derby, Liverpool, 12. 

Williams, Peter Anthony, A.C.A., ‘Elmhurst’, Berks Hill, 
Chorleywood, Herts. 

Willings, Malcolm Robert Thomson, A.C.A., 252 Bridge- 
water Road, Wembley, Middlesex. 

Willoughby, Martin John, a.c.a., St Judes House, 99 
Manningham Lane, Bradford, r. 

Wilson, Alan Peter, A.C.A., with Sayer, Watson & Co, Bank 
Chambers, 42 Kilburn High Road, London, NW6. 

Wilson, Simon Jeremy Stuart, A.C.A., ‘Pen-y-Benglog’, 
Velindre, Crymmych, Pembrokeshire. 

Windle, Geoffrey Hugh, A.C.A. 17 Hill Rise, Rickmans- 
worth, Herts. 

Window, Ian Alford, A.C.A., 75 Hartington Court, Lans- 
downe Way, Stockwell, London, SW8. 

Winton, Harold Maurice, a.c.a., 5 Kingston House East, 
Princes Gate, Knightsbridge, London, SW7. 

Wisely, Ian William, A.C.A., 49 Pinn Way, Ruislip, Middle- 
sex. 

Wiseman, Brian Leonard, A.C.A., 69 Folly Road, Mildenhall, 
Bury St Edmunds, Suffolk. 

Woolley, Peter Jeffs, B.A., A.C.A., 5/51 Barkston Gardens, 
London, SWs. 

Woolfson, Tony Ivor, A.C.A., 5 Brentwood Drive, Gatley, 
Cheshire. 

Wormald, Eric Charles John, A.C.A., ‘Beacholme’, Brean, 
near Burnham-on-Sea, Somerset. 

Wrennall, David Lupton, A.C.A. 13 Glen Avenue, Roe 
Green, Worsley, Manchester. 

Wrigley, Thomas James Borgen, A.C.A., 161 Hempstead 
Road, Watford, Herts. 

Wyatt, Anthony, A.C.A., 14 Kingswood Road, Streatham 
Hill, London, SW2. 


Yates, Peter Charles, a.c.a., 66 Woodland Gardens, Mus- 
well Hill, London, Nro. - 

Yourston, Gilbert Lyall, A.C.A., with Leach, Bright & Со, 
12 The Green, Richmond, Surrey. 


Fellowship 


The Council acceded to applications from sixteen 
associates to become fellows under clause 6 of the 
supplemental Royal Charter. 


Incorporated Accountant Member Becoming an 
Associate 


The Council acceded to an application from the follow- 
ing incorporated accountant member for election as 
associate under clause 6 of the scheme of integration 
referred to in clause 34 of the supplemental Royal 
Charter: 


White, David Brandon, А.5.А.А., 1957, London House, 
Guildford Street, London, WC1. 


Members Commencing to Practise 
The Council received notice that the following mem- 
bers had commenced to practise: 


jAckland, Thomas Francis, a.s.a.a., a1959; ТТАсКапа, 
Harris & Со, 1 Lower James Street, London, Wir. 
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Althasen, Gerald Hyman, A.C.A., а1958; 12 Quebec Avenue, 
Southend-on-Sea. 

Armstrong, Robert Hylton, A.C.A., a1956; William Dent & 
Armstrong, 13 Albert Road, Middlesbrough. 


Bailey, David Michael, A.C.A., 1955; *Ward & Co, 10/11 
Landport Terrace, Portsmouth. 

Bailey, Robert, A.C.A., a1951; Allchurch, Bailey & Со, 93 
High Street, Evesham, Worcs. 

Bridgford, Keith Graham, A.c.a., 41956; Watson, Wood & 
Co, 8 Duke Street, Piccadilly, Bradford, x. 

Burges, John Cecil, A.c.a., 21956; Watts, Knowles & Co, 
Midland Bank Chambers, Letchworth, Herts, and at 
Baldock and Royston. 

Burston, John Richard, A.C.A., a1954; Orchard Cottage, 
Derry's Wood, Wonersh, Guildford, Surrey. 

Bush, Edward Thomas, A.C.A., 21953; Carter, Chaloner & 
Kearns, Canada House, 3 Chepstow Street, Manchester 1. 


Caro, Terence Everard, A.C.A., 481953; Carter, Chaloner & 
Kearns, Canada House, 3 Chepstow Street, Manchester,1. 

Clark, Roger Jackson, M.A., А.С.А., a1960; Brown, Peet & 
Tilly, 62 London Wall, London, EC2. 

Clift, David James, A.C.A., aS1956; Wm. Harold Warren & 
Partners, 120 Green Lane, Derby. 

Cohen, Alan Abraham, A.C.A., 21959; Alan A. Cohen & Со, 
43 Minchenden Crescent, Southgate, London, N14. 


Davis, Barry Peter, A.C.A., 21959; 36 Harman Drive, 
London, NW2. 

Dunn, Frederick John Arden, D.S.C., F.c.A., 41937; Т. С. 
Shuttleworth & Son, and Hadfield, Riddell & Co, 32 
Wilkinson Street, Sheffield, то. 

Dunn, John Beaty, F.c.a., a1935; *H. D. Moorhouse & Co, 
Regal Cinema Buildings, 104 Oxford Road, Manchester, 1. 

Easton, Peter Francis, А.С.А., 251955; Hadley, Tokers 
Green, near Reading, Berks. 

Elliott, (Mrs) Peggy Ilene, F.c.a., aS1945; *Robert W. 
Watson & Co, 63 Commercial Road, Totton, South- 
ampton, and at Lymington. 

Ellis, William Edwin Gordon, А.С.А., а1953; 8 Askerfield 
Avenue, Allestree, Derby. 


Frost, Stanley, a.c.a., a1960; Stanley Frost & Co, 75 The 
Vale, London, NW11. 


Gold, Leonard Morris, A.C.A., a1960; 16 Burbidge Grove, 
Southsea, Hants. 

Green, Leonard Walter, A.C.A., 21958; Leonard Green & 
Co, 47 Bickenhall Mansions, Baker Street, London, Wr. 


Hague, Albert, A.C.A., a1955; Carter, Chaloner & Kearns, 
Canada House, 3 Chepstow Street, Manchester, І. 

Hamburger, Cyril, A.C.A., 21960; 423/425 Corn Exchange 
Buildings, Hanging Ditch, Manchester, 4. 

Hodson, George Brandon, F.C.A., 21932; Harmood Banner, 
Lewis & Mounsey, 24 North John Street, Liverpool, 2. 
Hunt, John Frederick, А.С.А., a1950; *Stephenson, Smart 
& Co, 24 The Broadway, St Ives, Hunts, and at Chatteris, 

Huntingdon, March and Ramsey. 

Jaye, Brian, A.C.A., a1960; 32 Barrington Court, Muswell 
Hill, London, Nro. 

Kelly, (Miss) Kathleen Mary, F.C.A., 41935; 5 Bow Lane, 
Cheapside, London, EC4. 

Lacey, Donald Robert, A.C.A., aS1957; Snowden, Locking 
& Co, Corporation Chambers, Trinity House Lane, Hull. 

Melman, David Martin, A.C.A., 21959; Melman, Pryke & 
Co, 3 Field Court, Gray’s Inn, London, WC1. 

Murty, Anthony Leslie, A.C.A., 251957; Richard Place & 
Co, Wilmington House, High Street, East Grinstead, 
Sussex, and at Crawley. 

Nicholson, John Jardine, A.C.A., 41956; Nicholson, Plant & 
Co, Old Bank House, Irongate, Derby. 

Partington, Alan, A.C.A., 21958; Е. Howarth & Co, Chapel 
Chambers, 6 Chapel Street, Middleton, Manchester. 

Percival, Colin, A.C.A., 21954; *Plant, Key & Co, Post Office 
Buildings, Alfreton, Derby. 

Scott, Alan Leslie, A.C.A., 21959; Scott & Co, 200 Finchley 
Road, London, NW3, and 20 Bride Lane, London, EC4. 
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Shakespear, Charles Richards, F.c.a., 21939; Caldwell Hall, 
Bromsgrove, Worcs. 

Smith, Peter Anthony, A.C.A., 21960; Thornton Baker & Со, 
Shell House, London Road, Leicester; for other towns 
see Thornton Baker & Со. 

Smurthwaite, John, A.C.A., 21955; Smurthwaite & Co, 726 
Salisbury House, London Wall, London, EC2. 

Stark, William John, a.c.a., a1958; W. J. Stark & Co, Wyn- 
moor, Hilltop, St Helens Road, Rainford, Lancs. 

Steele, Robert, a.c.a., 21958; *N. E. Kelsall & Co, 20 
Chapel Street, Camborne, Cornwall. 

Stroud, Alan Walter, A.C.A., ат9бо; 
Station Street, Northfleet, Kent. 

Style, Alan Chaim, А.С.А., 21959; 31 Devonshire Court, 
The Drive, Hove, 4. 

Trenfield, Dennis Walter Stuart, В.5С.(ЕСОМ.), A.C.A» 
а51952; Trenfield, Williams & Co, 7 Falcondale Walk, 
Westbury-on-Trym, Bristol. 

Truman, Leslie Samuel Alfred, A.C.A., 251955; Watts & 
Ellison, Midland Bank Chambers, High Street, Weston- 
super-Mare; also at Burnham-on-Sea, *Watts & Ellison. 

Tyrwhitt-Drake, Guy William, F.c.a., 41947; Josolyne, 
Miles & Co, 28 King Street, Cheapside, London, ЕС2, 
and at Manchester. 

Ward, Stephen, A.C.A., a1955; Watts, Knowles & Co, Mid- 
land Bank Chambers, Letchworth, Herts, and at Baldock 
and Royston. 

Watson, Lawrence, F.C.A., 21938; John Watson, Sons and 
Wheatcroft, Frank Coward & Co, and J. P. Sharman & 
Son, Norfolk Chambers, 9 Norfolk Row, Sheffield, 1. 

Williams, David Nash, M.A., A.C.A., 21958; Agar, Bates, 
Neal & Co, 106 Edmund Street, Birmingham, 3 

Williams, Vernon Keith, A.C.A., 21959; *Ivor E. Evans, Son 
& Co, Victoria Chambers, Victoria Street, Merthyr 
Tydfil, and at Aberdare and Pontypridd. 


І Hilda Cottages, 


Admission to Membership under the Scheme of 
Integration 


Subject to payment of the amounts required by the 
Council, the Council acceded to an application from 
one former member of The Society of Incorporated 
Accountants for admission to membership of the 
Institute under clause 5 of the scheme of integration 
referred to in clause 34 of the supplemental Royal 
Charter. 


Re-admissions to Membership 


Subject to payment of the amounts required by the 
Council, three former members of the Institute were 
re-admitted to membership under clause 23 of the 
supplemental Royal Charter. 


Change of Name 


The Secretary reported that the following change of 
name has been made in the Institute’s records: 


Figov, Kenneth John to Fenton, Kenneth John. 


Admission Void 


The Secretary reported that the admission to member- 
ship of the following person had become void under 
Ђуе-Ја 41: 


Barlow, Gerald-Roye, 21 Avenue Capitaine Piret, Brussels. 


Resignations 


The Council accepted the resignations from member- 
ship 9f the Institute of: 
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Buckley, Kenneth William, F.c.a., ‘Avening’, 


Babbacombe, Torquay. 


Thomas, Harold Gordon, БАЈА. 8 Aven 
Paris (VIII). 


Deaths of Members 


The Council received with. regret the Secretary 
report of the deaths of the following members: 


Mr William Adams, F.s.4.A., Wolverhampton. 
» Alfred Leslie Banton, F.c.A., Manchester. 
» William Boby Boulter, F.c.a., Chicago. 
» Edward Warwick Broadbent, F.c.a., Leeds. 
» Clement Maurice Champness, F.C.A., London. 
» Basil John Davis, F.c.a., London. 
» Harold Derwick, r.c.A., Leeds. 
» Stanley Wilson Edwards, F.c.a., Bath. 
» Percival Frederic Green, F.C.A., Cheltenham. 
» Alec Thomas Harper, A.C.A., London. 
» Harry Clifford Horsfall, r.c.4., London. 
» Charles Richard Hughes, F.c.A., Birmingham. 
Douglas Harry Jelley, T.D., J.P., F.C.A., Daventry. 
Miss Ruth Gladys Kendall, r. c. A., London. 
Mr Frederick Leonard Kilby, F.C. "Ay Halifax. 
» Herbert Stanley King, F.C.A., London. 
» John Clapham Knowles, B.A., F.c.A., Letchworth. 
» Richard Henry Levitt, F.c.a., Scarborough. 
» Frederick James Lock, F.c.a., Banstead. 
» Roy Mallinson, F.c.a., Norwich. 
» James William Medland, 0.8.£., F.c.A., London. 
» Samuel Arthur Mills, F.c.a., London. 
» John Edwin Moore, F.c.a., London. 
» John Percy Mountjoy, O.B.E., Е.С.А., Cardiff. 
» Oswald Leonard Overbury, F.c.a., Ontario. 
» Eric Portlock, F.c.a., London. 
» Jobn Marshall Rae, A.C.A., Birmingham. 
» John Fletcher Wright Robinson, F.c.a., Workington, 
» Frederick Francis Sharles, F.c.a., London. 
» John Roberts Smith, F.c.A., London. 
» Cyril Batley Thomas, F.c.a., London. 
» Thomas Tomlinson, F.c.a., Newcastle upon Tyne. 
» Allan William Henry Turketine, r.c.a., London. 
» Henry Peters Tyler, F.C.A., Leicester. 
» sydney Gordon Weaver, Е.С.А., Loughton. 
» Frank Dalton Webb, r.c.A., Manchester. 
» Leonard Lee White, F.c.a., Lima, Peru. 
» Mein Digby Wilkie, F.c.4., Wolverhampton. 
» Eric Austin Wilkinson, F.c.a., Huddersfield. 
» Desmond Williams, F.c.a., London. 
» Edwin Woolley, Е.С.А., Birmingham. 
» William Young, F.c.a., Chalvington, Sussex. 


Exclusion Expunged 


At the hearing by the Disciplinary Committee on 
July 6th, 1960, the committee decided that Mr 
Gilbert 'l'aylor, F.c.a., be excluded from membership 
for non-payment of subscription. It has now been 
reported to the Council that notification has been 
received that Mr Taylor died in 1959 and accordingly 
the Council resolved that the exclusion of Mr 'T'aylor 
be expunged. о 

2 


Visitors from Overseas 


At the conclusion of the meeting the Council welcomed 
Mr J. S. Seidman, immediate past president of the 
American Institute of Certified Public Accountants, 
and Mr Arthur B. Foye, past president of that 
Institute. 


;, 1960 








the meeting of the Council on October sth, 
dent formally presented prizes and certifi- 
7 merit to the successful candidates in the May 
"examinations who were able to attend. Relatives 
mid friends of prizewinners were invited to the 
ceremony which was held in the Oak Hall at Moorgate 
Place and was followed by tea. 


In the course of his address Mr Pears said: 


It is a very great privilege for members of the 
Council to welcome you to the Oak Hall this afternoon. 
After the presentation of prizes and certificates of 
merit, tea will be served in the Library Reference room, 
when I hope to make the individual acquaintance of at 
least some of you. 

I would like to say to the Intermediate candidates 
that I congratulate them on their success and I hope 
it will stimulate them to further efforts in the Final, 
and eventually in the profession. At any rate, they are 
over the dullest part of their career. Personally, I 
thought the first two years of accountancy the most 
unpleasant part of my life; but thereafter it becomes 
extremely interesting and eventually your life’s job. 

To the Final candidates I would say this. You are 
about to enter the profession and that gives you many 
privileges, but it puts upon you a great many obliga- 
tions as well. The profession of accountancy is one of 
service and you must never let that be forgotten. 
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PRESENTATION OF PRIZES 


One of the obligations placed upon you is that of 
secrecy. You will have acces$ to client's confidential 
information of all types and you must never, of course, 
use it to your own advantage — I am sure you will not — 
or ever disclose it to others. That is not as easy as it 
sounds, as people who are seeking information are 
very clever in the way they approach you and put 
questions to you. You must always be on your 
guard. 

Lastly, I should like to say this. You are about to 
start on a career. You must realize, however, that 
although you have a good deal of technical information 
at your disposal now, you have not yet completed your 
education. That, in fact, will never be completed; you 
wil go on learning throughout the whole of your 
career and you will learn eventually to exercise your 
judgment. To those who are thinking of leaving the 
practising accountant's office and going into industry 
I should like to add one thing. Do not be in too much 
of a hurry because in the next two or three years you 
will learn a very great deal more than you know now. 
If you go into industry at once, you may enter at a 
level from which it is often extremely difficult to raise 
yourselves; if you go in at the wrong level you may 
penalize yourselves for the rest of your lives. Wait two 
or three years and go in at a higher level and you should 
earn your proper rewards. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 
Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant 
to bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, 
at hearings held on August 3rd and September 7th, 1960. 


A formal complaint was preferred by the Investigation, 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Anthony 
Kenneth Jack Wimbourne, A.C.A., had been guilty of 
acts or defaults discreditable to a member of the 
Institute within the meaning of clause 21, sub-clause 
(3) of the supplemental Royal Charter in that he 
committed an act of bankruptcy within the meaning 
of Section 1—1 (С) of the Bankruptcy Act, 1914, as a 
result of which a Receiving Order under the provisions 
of the Bankruptcy Acts, 1914 and 1926, was made 
against him on April 27th, 1960, so as to render 
himself liable to exclusion or suspension from member- 
ship of the Institute. The Committee found that 
the formal complaint against Anthony Kenneth Jack 
Wimbourne, a.c.a., had been proved and the Com- 
mittee ordered that Anthony Kenneth Jack Wimbourne, 
A.C.A., of 18 Stourcliffe Close, London, Wr, be ex- 
cluded from membership of the Institute. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that a Fellow 
of the Institute had been guilty of acts or defaults 
discreditable to a member of the Institute within the 
meaning of sub-clause (3) of Clause 21 of the supple- 


mental Royal Charter in that he failed within a reason- 
able time or at all to make to a widow monthly pay- 
ments due to her in respect of an agreement made by 
him with her late husband for the payment of the sum 
of £480, so as to render himself liable to exclusion or 
suspension from membership of the Institute. The 
Committee found that the formal complaint had been 
proved and ordered that the member be reprimanded 
but, having regard to the special circumstances of the 
case, the Committee decided that his name should be 
omitted from the publication of the Finding and 
Decision. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that a Fellow 
of the Institute had been guilty of acts or defaults 
discreditable to a member of the Institute within the 
meaning of sub-clause (3) of Clause 21 of the supple- 
mental Royal Charter in that (a) he failed to pay the 
subscription payable by him under Clause 11 of the 
supplemental Royal Charter and bye-law 42 in respect 
of the year 1960 for four months after the same had 
become due and (5) he failed to ensure that sufficient 
funds were available to meet his cheque for the sum of 
£4 4s drawn in favour of the Institute in payment 
of the said subscription, so as to render himself fiable 
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to exclusion or suspension from membership of the 
Institute. The Committee found that the formal 
complaint had been proved under both headings and 
ordered that the member be admonished but, having 
regard to the special circumstances of the case, the 
Committee decided that his name should be omitted 
from the publication of the Finding and Decision. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that two 
Fellows of the Institute practising together had been 
guilty of an act or default discreditable to a member of 
the Institute within the meaning of Clause 21, sub- 
clause (3) of the supplemental Royal Charter in that 
they accepted nomination as auditors of a limited 
company without first communicating with the then 
auditors of the company, so as to render themselves 
liable to exclusion or suspension from membership of 
the Institute. 'The Committee found that the formal 
complaint had been proved and ordered that the two 
members be admonished but, having regard to the 
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special circumstances of the case, the 
decided that their names should be omitt 
publication of the Finding and Decision. 


Committee of the Council of the Institute to 
Disciplinary Committee of the Council that Simo 
Barnett Goodkin, Е.С.А., had been guilty of acts or 
defaults discreditable to а member of the Institute 
within the meaning of Clause 21, sub-clause (3) of 
the supplemental Royal Charter in that he signed the 
Accountants’ Certificates required by Section 1 of the 
Solicitors Act, 1941, relating to the practice of a 
solicitor for each of four accounting periods without 
taking any or sufficient steps to ensure that the 
statements certified by him in those certificates were 
accurate, so as to render himself liable to exclusion or 
suspension from membership of the Institute. The 
Committee found that the formal complaint against 
Simon Barnett Goodkin, F.c.a., had been proved and 
ordered that Simon Barnett Goodkin, Е.С.А., of 246A 
Corporation Street, Birmingham, 4, be reprimanded, | 


MEMBERS’ LIBRARY 


The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


The Background to Agricultural Policy; by Edith H, 
Whetham. Cambridge. 1960. (C.U.P., 22s 6d.) 

Beginners, Please. (Investors’ Chronicle.) 1960. (Eyre & 
Spottiswoode, 30s.) 

Business Budgets and Budgetary Control; by A. W. 
Willsmore: fourth edition. 1960. (Pitman, 22s 6d.) 


The City; by P. Ferris. 1960. (Gollancz, 215.) 


The Commonwealth and Europe. (Economist Intelligence 
Unit.) 1960. (E.L.U., 425.) 


East African Income Tax (Management) Act, 1958, and 
Amending Acts. . . . [Loose-leaf service.] From 1958. 


Factory Wage Structures and National Agreements; by 
D. J. Robertson, 1960. (C.U.P., 405.) 


Glasgow Limited: a case-study in industrial war and peace; 
by Т. Т. Paterson. 1960. (C.U.P., 305.) 


A Guide to the Principles of Costing in the European 
Non-ferrous Metals Industry. (International Wrought 
cen Metals Council.) 1960. (I. W.N.M.I, 
16s 6d. 


Handbook of Industrial Engineering and Management; by 
W. G. Ireson and E. L. Grant. Englewood Cliffs, N.J., 
1955. (Prentice-Hall, 1175.) 2 


In AE TUER of Things; by Paul Einzig. 1960. (Hutchinson, 
305. 


Management by System; by R. F. Neuschal: second edition, 
New York. 1960. (Formerly entitled Streamlining 
Business Procedures.) (McGraw-Hill, 625.) 

Nationalized Industry and Public Ownership; by W. A. 
Robson. 1960. (George Allen & Unwin, 50s.) 

Personal Qualifications of Management Consultants. 
(Association of Consulting Management Engineers.) 
New York. 1959. (A. of C.M.E., ros.) 

Personnel Management: principles and practice; by C. H. 
Northcott: fourth edition. 1960. (Pitman, 305.) 

Principles and Practice of Accident Insurance; by W. А. ` 
Dinsdale: fifth edition. 1960. (Buckley Press, 19s.) 

Promotion and Pay for Executives; by G. Copeman. 1960. 
(Business Publications, 355.) 

Saving in a Free Society; by J. E. Powell. тобо. (Hutchin- 
son, 215.) 

Securities Acceptable to the Lending Banker; by L. C. 
Mather. 1960. (Waterlow, 255.) 

The South Sea Bubble; by J. Carswell. 1960. (Cresset 
Press, 305.) 

The Substance of Economics; by H. A. Silverman: fifteenth 
edition. 1960. (Pitman, 20s.) 

Taxation Guide, 1960-61; by J. D. Jenkins. 1960. (J. D. 
Jenkins, 19s 6d.) 

Unit Stock and Store Control; by H. Dennett: second 
edition. 1960. (Business Publications, 355.) 
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PROFESSIONAL NOTICES 


Messrs Barton, MavnHEWw & Co announce that they 
have admitted into partnership as from October 156, 
1960, Mr P. MENDELSSOHN, A.C.A., Mr A. J. Tres, 
F.C.A., and Mr E. W. MACADIE, F.C.A. 


Messrs BRIGHT, GRAHAME, Murray & Co, Char- 
tered Accountants, announce that on October roth, 
1960, they removed to new offices at Howland House, 
Howland Street, London, Wi. The telephone number 
remains unchanged at Langham 6922. 


Messrs GRAHAM, SMART & ANNAN, incorporating 
Messrs Dewar & ROBERTSON, 22 Charlotte Square, 
Edinburgh, announce that Mr Јонм CaLMAN SHAW, 
B.L., C.A., A.C.W.A., has been assumed as a partner as 
from October rst, 1960. The firm name remains un- 

. changed. 


Messrs PENFOLD, CHAMP & MeEyLer, Chartered 
Accountants, of 2 Marlborough Place, Brighton, 1, 
announce that they have admitted into partnership as 
from October 6th, 1960, Mr С. P. BIRD, A.C.A., and 
Mr К. L. PINNOCE, A.C.A., both of whom have been 
with the firm for a number of years. 


Messrs Russert, Duri Kerr, Watson & Co, 
Chartered Accountants, of Lombard House, Great 
Charles Street, Birmingham, 3, and 4 Tokenhouse 
Buildings, Kings Arms Yard, London, EC2, announce 
that owing to the increasing demands of his industrial 
and commercial appointments and consultation work, 
Mr W. G. A. RUSSELL, F.c.a., the senior partner, 
retired from the firm on October rst, 1960, but will 

~be available for consultations by appointment. The 
practice will continue to be carried on by the remain- 
ing partners and the name of the firm remains un- 
changed. 


Messrs W. Т. & L. WALTERS, Chartered Account- 
ants, of 7o Middle Street, Yeovil, and of Gillingham 
and Sturminster Newton, announce that following the 
retirement from the practice of Mr LroNEL WALTERS, 
Е.С.А., with effect from September 30th, 1960, the 
firm has been reconstituted and the partners now 
comprise Mr Комар V. NEWLAND, F.C.4., Мг N. 
GEOFFREY ВАЅСОМВЕ, Е.С.А., Mr J. GEOFFREY WHITE, 
Е.С.А., Mr ARTHUR D. SAWARD, Е.С.А., Mr James S. L. 
SPRINGBETT, F.c.A., Mr RoLAND С. W. WALKER, A.C.A., 
and Mr Комагр D. Barrett, A.C.A. The practice will 
be under the general direction of Mr N. GEOFFREY 
BascowsE, with Mr Воматр D. Barrett as the 
resident managing partner. Mr LioNEL WALTERS will 

! continue to serve in a consultative capacity. 
" 
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Appointments 


Mr L. R. Turner, F.c.a., has been appointed director- 
finance of Firth Brown Tools Ltd, as from November 
1st; he will become secretary to the company in March 
196r. 

Mr T. A. Wright, F.c.a., has been appointed a 
financial adviser in London, and Mr J. Е. Smyth, 
A.C.A., assistant secretary, to John Brown & Co Ltd. 

Mr Н. D. Shepherd, F.c.a., has been appointed а 
director of Mence Smith's Stores (Proprietors) Ltd, a 
subsidiary of Timothy Whites & Taylors Ltd. 


Mr D. №. Baker, F.c.a., and Mr H. K. Watson, F.C.A., 
have been appointed managing director and director, 
respectively, of Mansfield (Holdings) Ltd. 


Mr J. R. Vernède, F.c.a., has been appointed 
chairman of Allynugger Теа Co Ltd, Assam-Dooars 
Tea Co Ltd, Hope Tea Co Ltd, Kukicherra Tea Co 
Ltd, Lankapara Теа Co Ltd, Leesh River Теа Co Ltd, 
and Meenglas 'T'ea Co Ltd. 


Mr W. C. Golding, A.C.LS., A.C.W.A., has been 
appointed assistant secretary of Odhams Press Ltd. 

The Rt. Hon. Viscount De L’Isle, V.C., P.C., D.L., 
M.A., F.C.A., has been re-appointed a trustee of the 
National Portrait Gallery, on the expiry of his term of 
office. 


RECEIVER FOR VACTRIC LTD 


Mr J. W. Margetts, F.C.A., of Messrs Peat, Marwick, 
Mitchell & Co, has been appointed receiver and 
manager of Vactric Ltd by the company's bankers 
under a power contained in a mortgage debenture. 

Two subsidiaries of the company -Vactric (Control 
Equipment) Ltd and Vactric (Precision Tools) Ltd ~ 
are not directly concerned with the home appliance 
trade and are operating on a profitable basis. Mr 
Margetts anticipates that they will continue to trade 
normally. 


CASH GIFTS TO NON-RESIDENTS 


It was announced on October 7th that residents of the 
United Kingdom will now be allowed to make cash 
gifts to non-residents of up to £250 in each calendar 
year. Authorized banks will be permitted to deal with 
applications up to this amount; previously, their 
authority was limited to amounts up to Хто. Applica- 
tions in respect of sums exceeding £250, where there 
are compassionate grounds or special circumstances 
such as a wedding or twenty-first birthday, will be 
sympathetically considered by the Bank of England. 

The new limit will apply also to remittances made 
through a Post Office, subject to the conditions of the 
Overseas Money Order Service. 
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REVENUE PAPER 
Michaelmas Sittings, 1960 


The following cases are down for hearing during the 
Michaelmas Term: е 


House oF Lonps 


Philipson-Stow v. C.LR. 
Henry Briggs, Son, & Co v. C.I.R. 


Court OF APPEAL 


Imperial Chemical Industries Ltd v. Caro. 
Grosvenor Place Estates Ltd v. Roberts. 
Henry Ansbacher & Co v. C.LR. 

C.LR. v. Bernstein. 

Wilkins v. Rogerson. 

C.LR. v. Rolls-Royce Ltd. 

Jeffrey v. Rolls-Royce Ltd. 


Hicu Court (Chancery Division) 


J. P. Harrison (Watford) Ltd v. Griffiths. 
Aviation & Shipping Co Ltd v. Murray. 
Executors of Thomas Murphy (deceased) v. Hochstrasser. 
Brown v. Bullock. 

Thomas Wilson (Keighley) Ltd v. Emmerson. 
Crossland v. Hawkins. 

Brock v. William Hull & Son (Knaresborough) Ltd. 
СЛ. о. К. Woolf & Co (Rubber) Ltd. 

C.LR. v. Rommor (Rubber) Ltd. 

С.І.В. о. Bannisters of Trawden Ltd. 

Rubin v. Housden. 

Rubin v. C.LR. 

Forest Side Properties (Chingford) Ltd v. Pearce. 
Forest Side Properties (Chingford) Ltd v. C.LR. 
Green v. Brace. 

Jenkinson v. Freedland. 

Littlewoods Mail Order Stores Ltd v. C.I.R. 
Shiner v. Lindblom. 

Lindblom v. Shiner. 

Ridge Nominees Ltd v. C.I.R. 

Smith v. Sawmills Motor Works Ltd. 

Yorkshire Ladies’ Council (Hostels) Ltd v. C.I.R. 
Jamieson, V. C. v. C.LR. 

Mills v. C.I.R. 

Johnson v. Jewitt. 


NORTH LONDON CHARTERED 
ACCOUNTANTS' DISCUSSION GROUP 


The first meeting of the 1960-61 session of the group 
will take place next Wednesday at The Russell Hotel, 
at 6 for 6.30 p.m., when Mr A. G. Mitchell, a.c.a., will 
lead a discussion on the Institute’s Oxford Summer 
School. 


THE ACCOUNTANTS’ CHRISTIAN | 
FELLOWSHIP 


‘God and Caesar’, will be the subject of a talk by Mr 
A. E. Willingale, B. A., B.D., M.TH., H.M. Inspector of 
Taxes, at 6 p.m. on Tuesday next, in the Oak Hall of 
the Institute, Moorgate Place, London, EC2. After the 
meeting there will be a short discussion. 
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INSTITUTE OF OFFICE MANAG 
New President 


The Earl of Courtown, О.В.Е., T.D., F.1.0.M., hi 
office administration department of Imperial 
Industries Ltd, has been elected President 
Institute of Office Management, in succession 
Viscount De L’Isle, V.C., P.C., D.L., M.A., F.C.A. 

Mr Geoffrey J. Mills, A.C.I.5., F.1.0.M., deputy chief 
comptroller, J. Lyons & Co Ltd, was re-elected Chair- 
man of the Council of the Institute. 


Conference in Glasgow 


The tenth annual one-day conference and exhibition 
organized by the Glasgow and West of Scotland 
Branch of The Institute of Office Management will 
be held in St Andrews Halls, Glasgow, on Wednesday, 
November oth. Mr H. P. Cemach, of Urwick, Orr & 
Partners Ltd, will read a paper on ‘Cutting corres- 
pondence costs’, and more than twenty manufacturers 
and suppliers will take part in a comprehensive 
exhibition. Further particulars may be obtained from 
the conference secretary, Mr A. B. Cleland, c.a., 
City Bakeries Ltd, 33 Clarendon Street, Glasgow, NW. 


THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF LONDON 


The following meetings of the London Students’: 
Society will be held during next week: 


Monday: Whole-day course at the Institute, Moorgate 
Place, ЕС2: “The evolution of common law and equity’, 
by Mr Peter Shier, Barrister-at-law; ‘What the Press 
looks for in accounts', by Mr S. W. Alexander, Editor, 
The City Press; "Why businesses form groups’, by Mr 
R. О. A. Keel, F.c.a., secretary, Thomas Tilling Ltd; 
"The market price of investments’, by Mr R. 5. Allen, 
B.A., Barrister-at-law, Senior Statistician, Jen As 
Scrimgeour & Co. 

5.30 p.m. at the Institute: Lecture on ‘Hire-purchase 
accounts’, by Mr Donald Rich, a.c.a. Chairman: Mr 
R. E. J. "Fisher, chairman of the Committee of the 
Students’ Society. 

Tuesday: Visit to Midland Bank (limited number). 

Visit to the Royal Mint (limited number). 

6 p.m. at the Institute: Talk on ‘How to deliver a 
speech’, by Miss H. M. Taylor, Principal, The Abbey 
School for Speakers. 

Wednesday: Lecture and demonstration of Kalamazoo 
accounting methods (limited number). 

6 p.m. at Chelmsford: Lecture on ‘Bankruptcy - the 
preparation of statements of affairs’, by Mr K. R. 
Cork, F.C.A. 

Thursday, 5.15 p.m. at the Institute: Introductory course 
lecture on “The fundamentals of accountancy’, by Mr R.J. 
Carter, B.COM., F.C.A., secretary of the Students' Society. 

Friday, 5.15 p.m. at the Institute: Introductory course 
lectures on "T'he functions and form of the profit and 
loss account and balance sheet’, by Mr R. J. Carter, 
B.COM., F.C.A., secretary of the Students’ Society; and 
on "The English judicial system — I, by Mr P. W. 
Medd, Barrister-at-law. 

Saturday, 7.30 p.m. in the Oak Hall: Kingsway Club dance. . 
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Constructive Accounting 


AN article in a popular daily newspaper recently testified to 


the apparent magic properties of a recognized accountancy 

qualification, the acquisition of which, nowadays, seemed 
to the author to serve as a passport to the boardroom and seats 
of power in industry and commerce. Such reflections are hardly 
novel and it is fair to say that members of the principal bodies 
are fully conscious of their high standing and prestige in the 
public eye. At the same time it is well that the profession should 
sometimes pause to reflect on the direction in which it is going 
and, if this is satisfactory, then upon the rate of progress towards 
the prescribed goal. 

In a paper delivered last month at the Summer Course of The 
Institute of Chartered Accountants in England and Wales, Mr 
D. D. Raz SMITH, M.C., B.A., F.C.A., stresses that ‘an accountant 
in practice exists to give service’, a view to which both his audience 
and readers of his paper (reproduction of which commences in 
this issue) doubtless subscribe. It follows, therefore, that an 
accountant, again in Mr Кле Ѕмітн”ѕ words, ‘does not possess 
an inalienable right to receive fees year by year from his clients. 
Only if he provides good service can he expect to find his clients 


prepared to employ him’, What constitutes ‘good’ service, how- 


ever, may be decided not so much by the accountant himself as 
by the client. Does it mean the rather negative function of keeping 
the client’s relations with the local Inspector of Taxes in order, 
or does it mean the more positive and constructive role of guide 
and mentor to his client in the everyday conduct of his 
business? 

It is undoubtedly true, and much to be regretted, that far too 
many clients believe that the accountant is merely — or should 

— their ally against the ‘unfair and unreasonable’ demands of 
the tax collector; and it may well be because so many clients take 
this limited view, that correspondents to this journal so often 
complain about inordinately low fees for professional work and 
inadequate scales of remuneration for staff. Many readers will 
applaud Mr Raz SwrTH's strictures on the unimaginative and 
routine checking which so often passes for the entire audit, just 
as there will be some who will look askance at his forecast that 
the procedure of ‘attending at and observing physical stocktaking 
(in order to appraise the resultant figures) is gaining ground and 
is likely to be generally accepted as best practice in the next ten 
years’. Yet can one reject these views in the light of the growing 
interest which the Revenue have of late displayed in the basis of 
stock and work in progress valuations? x 
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“No one’, observes Мв Rak Situ, ‘will deny 
that there is room for . . . improvement’ in audit 
procedures and standards generally. This is 
indeed so; there is always scope for improvement. 
The rather more material question is how urgent 
it has become. However much one may assert 
the deficiencies, there are many accountants 
who may, not without justice, contend that their 
clients get the service they pay for. There is a 
limit beyond which the education of the most 
short-sighted client cannot go; and the answer 
may well be that the law and the Revenue will 
ultimately enforce higher standards — with which 
the profession will gladly comply. 

There are, of course, many clients who are 
well aware of the services which the profession 
can and does provide, and at the President’s 
Meeting of the London Chartered Accountant 
Students’ Society in Guildhall last week, Lorp 
CHANDOS, whose address is reproduced elsewhere 
in this issue, expressed himself with character- 
istic clarity on what the senior executive expected 
from accountants. Acknowledging the influence 
which the profession has exerted in the formula- 
tion of the Companies Act, Lorp CHANDOS 
conceded that it was largely adequate as far as 
unitary companies went but in relation to the 
modern structure of corporate business, it was 
defective. In his lifetime, the unitary company 
had largely given way to groups and ‘if I were a 
crook’, he declared, ‘I could still drive a coach 
and four through the Companies Act if you gave 
me enough subsidiaries’. Lorp CHANDOS con- 
siders that ‘the relationship between a holding 
company, its subsidiaries and sub-subsidiaries, 
especially where the complex may be a mixed 
bag of finance and trading companies, requires 
some further study’. It was the task of chartered 
accountants to help devise company legislation 
suited to the times, for, he said, ‘no other body 
can bring the experience or knowledge on the 
two sides as they. can in this particular field’. 

Just as the increasing complexity of the cor- 
porate structure necessitates continuous amend- 
ment of company law, so accounting techniques 
must be evolved to facilitate the control of large 
business organizations, both unitary and complex, 
where direct personal control of the owner is 
no longer practicable. It is in the field of cost and 
management accounting that the profession has 
so ‘much to contribute at the present time. 


Drawing on his personal experiences, Lorp 
CHANDOS recounted how after taking over a 
declining manufacturing company, the installa-, 
tion of a modern system of cost accounting Һай! 
involved a ‘great deal of money’. But the result | 
had been to turn that concern ‘from an ill- 
managed and insolvent company into an efficient 
one which was making a substantial profit’. 
While cost accountancy has nowadays established 
itself as an integral part of accounting technique, 
its rather younger offspring – management ac- 
counting —still has a long way to go. Most 
members of the profession would agree with 
Lorp CHaNDos that any trading company, 
whether it be large or small, ‘ought to know, 
within six weeks or a couple of months after the 
end of each month's trading, what it had done’. 
No doubt they can quickly recall to mind coms 
panies like the group referred to by Lorp 
CHANDOS, which employed nearly 20,000, yet 
*had no knowledge of whether they were making 
a profit or a loss each month until the annual 
audit came round’. In contrast, in his own group 
of companies with an annual turnover of nearly 
£230 million, the preceding month's trading 
profit was known by the tenth of the month 
following. 

As Lorp Снамроѕ rightly observed, the 
accountant has two functions, the critical and 
analytical as in auditing and the constructive 
as in management accounting. Both are essential; — 
the one to diagnose the problem and the other to 
provide a solution. It is in this field of constructive 
accounting that the progressive member of the 
profession today has so much to contribute. In 
the last resort it is for the profession to convince 
a large segment of industry that the 'auditor' is 
not the man who comes in at the end of the year 
to find out what has happened, but a colleague 
who co-operates continuously to ensure that by 
the year-end something positive has been 
achieved. 

Basically, of course, this is a problem of 
education — education, indeed, on both sides; 
and it is satisfactory that members of the Institute, 
as well as accountancy students have opportu- 
nities for discussion among themselves and to 
hear informed, even criticall comment from 
outside their own ranks. This, surely, is the 
best guarantee of all that progress will be 
maintained. 
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The Cost of Recruitment 


AN INDIRECT EXPENSE OF INCREASING SIGNIFICANCE 
by A. H. TAYLOR, A.A.C.C.A. 


'The Effect of Full Employment 


NO'TABLE feature of the modern indus- 

trial scene is the sustained demand for 

managerial and technical staff. This 
demand is reflected in the numerous advertise- 
ments which are appearing in newspapers and 
professional journals and for which, one suspects, 
the wit of the copywriter is sometimes enlisted to 
emphasize the attractions of the employment. 
Extensive advertising for staff is presumably a 
consequence of the growing pace and scope of 
current technological development which calls 
impatiently for increasing numbers of skilled men 
and women. The problem appears to be equally 
acute in the United States of America where staff 
advertisements are entitled with a faint hint of 
desperation: ‘Help wanted’. 

The expense of advertising for staff accentuates 
the mounting cost associated with recruitment 
and employment in general, but these costs can 
be obscured by the conventional accounting 
classification of types of expense rather than 
functions. The costs of recruiting staff and 
maintaining them in employment are part of the 
indirect costs of industry which are gradually 
"overweighting the direct costs iricurred in the 
works. Works costs are in general controllable 
in relation to current output, but the economic 
level of administrative expenses is not so easily 
measured. The accountant’s duty of providing a 
control system for use by management has ex- 
tended beyond the field of costing jobs, products 
and processes, and now embraces the preparation 
of reports and commentaries on various aspects 
of the indirect costs of carrying on a business. A 
fertile area for such investigation is the expense 
involved in recruiting, training and employing 
personnel, and the object of this article is to discuss 
an approach and basis for accounting reports on 
this important subject. 

The cost of recruitment may be considered 
“under the two headings of fixed and variable 
expense, as is the case with most business out- 
goings. The variable or direct expense covers not 
only the advertising cost referred to above but 
also includes fees payable to employment agencies 
and consultants, interviewing expenses, travelling 
expenses of the personnel officers, booklets, tours 


' 


of the works, postage and stationery. In general 
it should be possible to collect the variable ex- 
penses under indirect job numbers or in special 
ledger accounts, but it is appreciated that it may 
not be practicable to segregate every item of 
expense concerned. The fixed expense will be 
represented by an appropriate proportion of the 
personnel department's salary bill, of the cost of 
the space occupied by that department and of the 
facilities, such as telephones, used in the operation. 


Cost of Staff Turnover 


A regular allocation of the personnel department's 
fixed expense between the recruitment function 
and other operations of that department might be 
considered an over-elaboration of costing. How- 
ever, there can be little doubt that recruitment 
forms a large part of the personnel activity and 
some assessment of the fixed charges involved 
is desirable when the cost of recruitment is under 
discussion. Either by means of a regular routine 
or by specific investigations made from time to 
time, reports on the full costs of recruitment may 
reveal startling figures and suggest the need to 
reduce staff turnover. Action to reduce staff turn- 
over may, however, increase costs in other direc- 
tions, such as in higher salary scales, improved 
employee benefits and training schemes. The 
decision is one for management acting on the 
basis of the facts submitted by the account- 
ant. 

Most businesses have an established system for 
recording training costs but usually the figures 
so recorded refer exclusively to the works' depart- 
ments. It is probable, however, that the major 
training cost in a manufacturing concern is the 
time necessarily spent by technical staff and 
managers in learning their jobs. The accurate 
assessment of such costs is by the nature of things 
a difficult exercise but this should not deter the 
accountant from making an intelligent appraisal 
when questions of personnel costs are being con- 
sidered. 

"Thethird aspect of the subject is the cost of hold- 
ing personnel in a business as distinct from recruit- 
ing, training and paying their salaries. In this area, 
industry is continually having to absorb further 
costs of an indirect nature. The cost involved, for 
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example, in administering a pension scheme is 
now augmented by the effort of comprehending 
the new National Insurance Act, and its innumer- 
able regulations. The dual pressure of taxation 
and full employment has created many 'fringe 
benefits’ such as the provision of company cars, 
canteens, luncheon vouchers, social and sports 
activities, and other perquisites of employment 
too numerous, and in some cases untactful, to 
mention. 


Control of Personnel Costs 
Although it may be possible to obtain a reasonable 
picture of the amounts involved in the three areas 
of personnel cost referred to above, it is more diffi- 
cult to gauge whether the costs are excessive in a 
given period and for the type of business con- 
cerned. The relationship between such costs and 
current output may be misleading, because 
managers and technical staff are often engaged 
more with an eye on the future than to fulfil 
current needs. However, the one undeniable fact 
which must be faced by all organizations seeking 
profit is that all costs must be recovered out of 
income in the long run. 

It is therefore desirable that trends in per- 
sonnel costs as related to output shall be watched 
but it is probably most informative for the ratios 
to be calculated on the basis of five-year budgets 
of both output and the costs concerned. For the 
purpose of closer control the personnel costs 
should be considered under the three headings of 
recruitment, training and employment as men- 
tioned above. Thus the cost of recruitment should 
be budgeted, if possible, in respect of a particular 


campaign of recruitment and expressed as an - 


amount per employee to be engaged. It may be 
possible to predicate in the light of experience the 
sum which should be allocated against each new 
employee for this purpose. Control can be effected 
by the aid of prompt reporting of actual costs 
incurred divided by the number of employees 
being considered. 

The costs involved purely in the employment 
of staff, other than those incurred in recruitment 
and training, are clearly related to the number of 
employees currently on the payroll. It will be in- 
formative, therefore, to chart the trend of such 
costs, expressed as an amount per employee. If a 
system for regularly collecting these costs is not in 
operation they could be made the subject of, say, a 
quarterly exercise. When an unduly adverse move- 
ment occurs in the trend, or when economies in 
expense ratios are called for, control can be exer- 
cised by management through the medium of a 
budget calculated on the basis of a permissible 
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amount of employee benefits per employee. Thus 
control will be a flexible measure depending on the 
circumstances which exist when the figures are 
under investigation. Perhaps for the very reason 
that employee benefits are unlikely to lessen, man- y 
agement may find that an accounting measure- 
ment on the lines suggested is a vital weapon in the 
war against extravagance. 


Economics of Redundancy 


A regrettable feature of modern business is the 
redundancy which occurs from time to time in 
even the best managed concerns. Indeed, it may 
be that the most efficient undertakings are those 
which are particularly vulnerable to the peaks and 
slumps which cause redundancy amongst em- 
ployees, as efforts to achieve cost reduction 
through high output necessitate building up per- 
sonnel strength and other facilities which cannot. 
be easily reduced when a reduction in demand 
occurs. 

Redundancy is not nowadays limited to manual 
employees in the works departments. Administra- 
tive functions are reacting more quickly than 
ever to changes-in activity, particularly in the field 
of progressing and control procedures and as a 
result of the application of work study to simplify 
and accelerate systems. In addition, the engineer- 
ing staff effort bears a close relation to volume of 
output where the engineers are engaged in giving 
a service to the works, such as the provision of 
production drawings, and advice on methods, 
defects and modifications. Basic design and protos- 
type work varies, however, according to the 
development work load, and redundancies in this 
area will threaten when a particular project is 
engineered and no follow-on development is 
available. 

Some publicity has been given to the difficulties 
arising when redundancy occurs amongst direct 
workers, but the somewhat different and equally 
important problems which occur when admini- 
strative and technical staff become surplus are 
often ignored. The essential problem is that the 
employment of staff incurs a company in fixed 
charges which cannot be easily varied in relation 
to numbers on the payroll. These fixed charges 
include employee benefits such as company cars’ 
and dining facilities, as well as depreciation of 
office furniture and equipment and the cost of 
telephone installations. A further matter of great 
importance in such circumstances is the probable 
future cost of recruitment when prosperity returns. 

The management dilemma is whether it is more 
economic to discharge administrative and tech- 
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nical staff during what may be a temporary slack- 
ness, or whether they should be retained in the 
expectation of better times to come. Accounting 
information cannot solve this problem but a clear 
* exposition of the probable financial effect of fol- 
lowing the alternative lines of action will materi- 
ally assist management in making sound decisions. 


Use of Budgets 
The accountant should at all times be wary of 
giving the impression that he is interfering in 
matters requiring a management decision, at 
whatever level that decision should Бе taken; 
nevertheless, his functions are not limited to those 
of recording and analysis. He should be ready to 
advise on the financial implications of policy and 
his advice will be most effective when he himself 
understands the management problem. Perhaps 
the most important way in which the accountant 
~ can assist in the battle to control costs is in the 
development of a sound budgetary system. If the 
future can be seen with reasonable clarity, man- 
agement will have the opportunity of taking the 
steps necessary to avert the dangers foreshadowed 
by the preliminary forecasts. Sound forecasts, 
converted by the accountant into monetary terms 
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for the whole- business, can indicate threatened 
redundancy amongst employees and a dangerous 
trend in the costs of recruiting, training and 
.employing personnel. It has been suggested above 
that the personnel costs need controlling through 
long-term budgets, relating such costs to planned 
output and numbers of employees. 

The operations of a modern industrial concern 
may be likened to a series of investments designed 
to produce a return some time in the future. This 
is true not only in respect of the acquisition of 
equipment and of many forms of advertising, but 
also of the recruitment and training of staff. 
Employee benefits, such as the provision of 
pension schemes and good working conditions, 
also represent investments designed in the long 
run to attract and hold valuable employees and to 
maintain their enthusiasm and loyalty. The 
employee, himself, is an investment from which 
an increasing return can be expected as he 
improves his skill and knowledge. The problem is 
to decide on the economic level of expenditure 
required to produce the return. The more specu- 
lative that investment may be, the more necessary 
it is for the accountant to provide management 
with the means of control. 


Comparative Taxation 
V —SCANDINAVIA 


ye 


by WALTER HOPE, A.I.B., A.T.LI. 


Lecturer in Taxation, Birmingham College of Commerce 


countries contain a fund of interesting 

variations, both from other European 
countries and — despite their historical and 
linguistic connections — amongst themselves. 

In Norway and Denmark there are separate 
taxes for individuals and companies, while 
Sweden and Finland subject the two classes to 
one tax but at different rates. 


T= tax systems of the Scandinavian 


Personal Taxation 


’ For individuals, Norway is nearest to our system 
‘of dependants’ allowances and reduced rates 
— but they are reversely applied. Of the total 


income the first kr.15,000 (Г —kr.20) is taxed at 


10 per cent; the next kr.7,500 at 15 per cent; and 


Previous articles in this series appeared in the issues of Nov- 
ember 15th, 1958 (France), February 14th, 1959 (Italy), Sep- 
tember sth, 1959 (U.S.A.), and January gth, 1960 (Germany). 


so on, the maximum rate of 55 per cent being 
applied to over kr.70,000. Then, from the tax 
payable, the allowances are deducted — single 
person kr.400, first dependant Кг.400, second 
kr.200, third kr.300 . . . seventh kr.70o. Relief is 
given for earnings only of wives and single 
persons maintaining children (two-fifths up to 
kr.1,500 for one; one-half up to kr.2,000 for 
more). One-quarter up to kr.6oo is given to a 
wife with no child. 

In Denmark, individuals simply pay on the 
appropriate of two scales – for those with depen- 
dants, or those without. The latter scale is also 
applied to branches of foreign companies. 
(f —kr.19:35). If assessed on kr.6,000 the tax 
would be kr.300 or kr.1,760; on kr.20,000 — 
kr.5,700 or kr.6,200. The highest rates (on over 
kr.4,000,000) are 105 per cent or 110 per cent, 
but the overall maximum by law is 80 per cent 
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and on a stable income would not exceed 50 per 
cent because the assessment is on income in the 
previous year less all taxes paid in that year. 

Finland extends the Danish system by dis- 
tinguishing three classes of individual — single 
persons over 24 years of age; single persons under 
24 and childless persons married for three years; 
other individuals and partnerships. ({£=1,065 
marks) On 300,000 marks the tax would be 
15,000, 8,500, or 4,000; on 1 million — 150,000, 
125,000, 100,000. The maximum rates (on over 20 
million) are 46 per cent, 45 per cent, and 44 
per cent. 

In Sweden, the personal allowance varies 
(kr.1,760-2,000) according to cost of living in the 
district. A married couple receives two, and pays 
at lesser rates than a single person on intermediate 
slices of income (£ —kr.14:5). On kr.4,350 liable, 
tax would be kr.479 not 500; on kr.14,500, 
2,315 not 3,080; but rates are common on over 
kr.60,000 (54. per cent, rising to 65 per cent on 
over kr.150,000). A child, for whom the tax-free 
family pension is received, brings a half allowance 
only to a sole parent. Deceased persons’ estates, 
if undistributed in the year in which death 
occurs, are thereafter treated as non-profit 
companies (or foreign seamen!) without allow- 
ance: rate 15 per cent. Foreign seamen are liable, 
too, to Norway's similar Sjemannsskatt, but 
with one-third relief to those having dependants. 


Company Taxes 
The Swedish standard rate for joint-stock 
companies is 40 per cent, but lesser rates are 
applicable to. certain institutions, for example, 
savings banks (32 per cent) and life assurance 
societies (то per cent). In Norway, the company 











Paid-up capital 400,000 
Exemption limit, 5 per cent .. d 20,000 
Profit (less deductible taxes), 20 per cent .. 80,000 
Excess, taxable .. Kr.60,000 








Rates are: 7 per cent on up to 6 per cent profit, rising 
to 15 per cent on 50 per cent profit-- one-fifth of higher 
earnings. On 20 per cent profit, tax is 13 per cent, i.e. 











on Кг.бо,ооо.  .. vs oe .. 7,800 

Non-distribution relief: (say half profit retained) 
2 2 о 

25 per cent of a 3X 7,800 Хе 975 

6,825 
plus 45 per cent (20 рег cent deductible 

from next year’s profit) sve 3,071 

'Tax payable .. Kr.9,896 


— 
е 
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tax is at 30 per cent on all profits. In Finland the 
standard rate for companies is 38 per cent. 

Denmark’s company tax is illustrated by the 
example in the previous column. 

In addition, an extra company tax (Udbytterate? 
op restrate) may be payable. This is based on two 
ratios: those which (1) dividends declared plus 
changes in dividend reserve, tax reserve and 
balance of profit and loss account, and (2) taxable 
income, each bears to the 'statutory share capital 
calculated, for example: 











Kr. 
Share capital А 400,000 
Reserves out of profits to secure 
future losses .. 280,000 
less 50 per cent of share capital... 200,000 
plus one-half of excess 80,000 40,000 
Statutory share capital Kr.440,000 





These ratios fix two percentage taxes payable on 
the statutory share capital. The amount due is 
then 145 per cent dividend tax + 964 per cent 
(income tax minus dividend tax). 

Profits from overseas branches are included for 
extra company tax only. Norway by a system 
similar to our overseas trade corporations, 
exempts overseas profits taxed abroad. Finland 
and Sweden treat them just like home profits. 

All four countries have double taxation relief 
treaties with each other, France and the United 
Kingdom, with some others. Sweden has most 
others (seventeen). Otherwise only Norway gives 
any unilateral relief — on individuals’ earnings . 
abroad. Foreign tax may be treated as a charge. 
against income, except in Finland. 


'Taxes on Assets 


All individuals in the four countries are also 

subject to an annual tax on assets (exclusive of 

household and personal effects), although in 

Denmark and Sweden home companies are not. 

The scales are: 

Finland: over Mk.ı million: 
Individuals .. 
Companies 1 per cent 


Norway: Individuals .. 3—13 per cent 
(Allowances: with dependants kr.25,000 


*05—2 per cent 


$3 without 3 kr.15,000) 
Companies: i 
Home *2 per cent 
Foreign "7 per cent zh 


Denmark: over Кг.50,000 .. 


1 per cent; rising to 
_ over kr.1 million 


2:3 per cent 

4 per cent; rising to 
1:8 per cent 
If beneficial, the assessment in Sweden may 
alternatively be on the greater of 30 X income, 
or $ x capital. 


over kr.1 million 
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Most capital gains in business form part of the 
income subject to tax. Norway defines income as 
‘any advantage derived from property, work or 
activity — whether continuing, or once and for 

„а, but the other three countries give some 
“relief. Sweden — which assesses tax under six 
schedules similar to our five — includes ‘capital 
gains' in E-tax, but (like Finland) exempts gains 
from gifts and legacies, and from selling assets long- 
used (movable— 5 years, fixed — то years, water- 
power rights—15 years) and allows marginal 
relief — 25 per cent of the gain being assessed for 
each year short of the exemption age. In Den- 
mark, gains reinvested within a year are exemp- 
ted. There, too, if, through cessation of the 
business, benefit of tax paid (in calculating the 
*net income' assessment for the next year) will be 
lost, a special rate is applied. 


- 


Treatment for Depreciation 


Deductions are allowed for depreciation of 
assets, including goodwill in Sweden and Den- 
mark. The straight-line method is normal, but 
an alternative is allowed in Sweden and Denmark 
in the ‘book-keeping’ system for plant: provided 
the commercial accounts conform with certain 
regulations, any amount of depreciation written 
off will be permitted for tax, so long as it does not 
exceed the greater of (i) 30 per cent of the book 
value of all the assets, or (ii) the difference be- 
tween total depreciation previously provided for 
and the amount which would have been written 

~ off the historic cost at 20 per cent by the straight- 
line method over the life of the assets. 

In Finland, as a form of initial allowance, 
machinery and tools of over five years' life may be 
written down at 20 per cent by the reducing- 
balance method until the normal straight-line 
deduction becomes more beneficial. In Denmark, 


the reducing-balance method may be used: 


collectively for fixtures, plant and vehicles (and 
individually for ships) at not more than 20 per 
cent in the first year, 25 per cent in the second, 
and 30 per cent thereafter. An initial allowance 
of 40 per cent may be written off at any time 
within ten years at not more than ro per cent a 
year but this gives rise to liability for a balancing 
; charge on realization: such profits – and losses — 
- are otherwise ignored in the reducing-balance 
method. Normally losses on realization may be 
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treated as an immediate balancing allowance 
or normal depreciation continued although the 
actual asset is no longer held. 

'The allowances are limited to those actually 
written-off in the accounts for the year. Un- 
claimed allowances in Denmark are lost (although 
excess provision may be carried forward); in 
Finland, they prolong the write-off period, while 
in Norway, they may be carried forward for five 
years. 

The limitation of ordinary depreciation to 
historic cost is relieved. In Norway, in any year 
an amount may be placed to a depreciation 
reserve and, so long as 85 per cent is used 
within three years, the whole is exempted from 
tax. The other countries permit investment 
reserves to be set up tax-free, (see table below). 
No other depreciation is allowed from assets 
purchased from these funds, except in Sweden 
where an 'investment allowance' of 10 per cent 
was given when use was first made of the tied 
fund in 1958-59. One thousand million kronor, 
accumulated over twenty years, was spent (mostly 
on construction of buildings and plant) success- 
fully to the aim of the scheme – to stimulate the 
flow of private capital to employment-creating 
projects in time of recession. 


Valuation of Stock 


Stock, in Finland, may be valued by any con- 
sistent method (so long as the difference between 
the amount when realized and this valuation is 
included in the profit). The other three countries 
require a ‘lower of cost or market’ valuation, 
but only Sweden insists on the ‘first in, first out’ 
method. To allow for changes in the value of 
money, the closing stock may be written down by 
creating a reserve tax-free up to a proportion 
fixed annually (now 35 per cent in Denmark and 
60 per cent in Sweden). Sweden gives a supple- 
mentary alternative in that a part of the stock 
consisting of raw materials and staple com- 
modities may be separately valued at 70 per cent 
of the lowest market price in the ten years before 
valuation, or a complete alternative — which can 
result in a negative value — of writing off 60 per 
cent of the average stock for the previous two 
years. 

Until this year, in Sweden, relief for losses was 
obtainable only by use of the latitude permitted 





Maximum Reserve 
Denmark 15 per cent of profit 
Finland 50 per cent of net income 
Sweden 40 per cent of profit 


Method 
Half to blocked bank account 
Tax to Treasury 
46 per cent to blocked bank account 


Conditions for spending 
Within one to ten years. 
Government approval — tax repaid. 
Government approval (30 per cent freed 
after 5 years). 
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in manipulating depreciation, investment reserves 
and stock valuations, to level results: 1960 legis- 
lation permits the set-off of trading (but not 
capital) losses at any time in the next six years. 
It is permitted in Norway (within the next ten 
years) and in Denmark for individuals — not com- 
panies ~ within the next two years. 

Sweden allows interested groups twelve months 
to comment on draft legislation before Parliament 
votes on it and a board, composed of tax officials 
and business executives, gives general guidance 
or specific decisions binding the Government to 
any taxpayer who submits his proposed trans- 
actions. 

The fiscal year is the calendar year in Finland 
and Sweden; in Norway it is to June 3oth, and in 
Denmark to March 31st. The normal basis 
of assessment differs little from ours: in Denmark 
and Norway it is the same; in Sweden it is an 
accounting year ending no later than two months 
after the start of the fiscal year. In Finland, tax 
must be paid in 1959 on account of the current 
year's profit. This provisional assessment is 
equal to the amount finally agreed for 1958 
(based on the accounting year ended in 1957) 
and will be adjusted in 1960 to the actual profit 
of the year ended in 1959. Sweden operates 
under D-tax a P.A.Y.E. system — Küllskatt — on 
similar lines. 

For British profits tax, repayment of capital in 
excess of the original receipt was a distribution; 
in Sweden, companies pay  Utskiftningskatt 
40 per cent on ‘premiums’ on repayment of 
capital, except on a merger. 

From distributions the company must deduct 
at source, in Norway, 25 per cent paid to non- 
residents, and in Sweden, 30 per cent of remit- 
tances abroad. Distributions in all four countries 
(although paid out of taxed income) are taxed 
again on individual recipients, Finland alone 
giving a credit (of r5 per cent). Company 
recipients have liability in Denmark; in Norway 
only for Fondsskatt 8 per cent on free-reserve 
creation; and in Sweden only for dividends on 
non-trade investments received by a private 
company not itself making a ‘reasonable distribu- 
tion’. If the latter is also an estate or investment 
company, it is liable for Ersáttningsskatt 25 
per cent on 'distributions deemed', similar to the 
United Kingdom automatic direction for surtax. 


Local Taxes 
Income agreed for national.taxes is the basis 
of assessment of companies and individuals to 
local taxes in all four countries, and is allocated 
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between the districts—if from property by 
situation, otherwise by residence. Profits from a 
business established in more than one area are 
divided, while in Sweden overseas residents 
chargeable are assessed by Stockholm. Thirteen 
per cent is the average rate in Sweden but, as this is 
a deduction for national tax, the combined average 
is only 47:8 per cent. Norway has also a local 
‘assets tax’ (:4 per cent) corresponding to the 
national assets tax; 2 tax on the annual value 
of real property; and a surtax on incomes over 
kr.20,000 — a resident individual is given an 
allowance (kr.1,300-kr.14,600). The standard 
rate is 5 per cent, but reduced rates are applic- 
able to the first kr.20,000 (3 per cent) and next 
kr.30,000 (4 per cent) of taxable income. 

Ín Norway the local authority imposes also 
the employers' contributions to social welfare, 
the direct burden being about equal to that in 
Sweden or the United Kingdom and half that in 
Denmark or Finland. 

Danish local authorities receive grants from the 
nationally-financed Inter-Communal Apportion- 
ment Fund. 


Excise Duties 


The equivalent of our purchase tax and excise 
duties on home sales of consumer goods exist to 
some degree in all four countries, Sweden (4 per 
cent), Norway (10 per cent) and Finland (20 per 
cent) have one overall rate; Denmark varying 
levels. It is based on the price or quantity, and 
articles commonly taxed include tobacco, alcohol, 
mineral waters, confectionery, cosmetics, furs;” 
gramophone records and vehicles. Sweden and 
Norway also tax fuel (including electricity but not 
wood or peat). The Norwegian tax extends to pro- 
duction services; the Finnish to renting (20 per 
cent) and repairing (1o per cent), but not to many 
goods including raw materials, components, food 
and clothing. The tax is payable by the producer 
or importer, and is included in their prices; an 
exporter reclaims tax paid by his supplier. 

Entertainment is taxed on turnover in Den- 
mark; Sweden takes from foreign performers one- 
fifth and arrangers one-tenth; from totalisator 
and lottery winnings three-tenths, premium bond 
prizes one-fifth; and imposes kvarldtenskapsskatt 
on property passing on death. In Denmark, : 
property appreciating by actions of the com-^ 
munity is subject to Grundstigningsskyld. These 
two countries — more than Norway and Finland – 
have complex systems, but all four show origi- 
nality in so many devices as to provide a fund of 
ideas for anyone interested in taxation. 
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This is the machine THAT PUT 


BURROUGHS 
SENSIMATIC SALES 
OVER THE 10,000 MARK 


AND 
THE 
REASON ? 


NO OTHER descriptive accounting 
machine has ever been so ingeniously 
designed to meet the needs of your 
business. 

The famous Four Programme Panel 
of the Typing Sensimatic guides the 
machine automatically through any 
kind of accounting. Invoicing ... 
Ledger Posting ... Payroll... to final 
accounts—just flick a knob to switch 
from one job to another! 

Another big dividend you get from 
the Typing Sensimatic is its advanced 
typing principle bringing you sharp, 
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clear printing. So simple too is the 
Sensimatic’s operation that even in- 
experienced operators employed today, 
learn today. 

See for yourself its confident, quick 
performance, its high degree of auto- 
mation, its remarkable simplicity. 
Call your nearest Burroughs Branch to- 
day for a local demonstration, or write 
for the booklet Burroughs Complete 
Planfor Management Accounting" to: 

Advertising Department, 
Burroughs Adding Machine Limited, 
356-366 Oxford Street, London, W 1 





The Government 
Graduated 
Pension Scheme 


The Government Graduated 
Pension Scheme comes into 
effect shortly. Your local 
Burroughs representative is 
well qualified to advise you 
how best to handle the extra . 
work involved, : 
Consult your local Burroughs 
Branch today. 


SEE Burroughs rns 


FACTORIES AT STRATHLEVEN AND CUMBERNAULD, SCOTLAND 
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Executorship Accounts Documentary Collections 
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4th Edition Price 155 Post free 16s 3d Foreign Exchange 
Capital Issues 
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Fundamentum est autem justitiae fides 


But good faith is the foundation ој justice —- Cicero 











The table below sets out the amount of sum assured and bonuses in 1960 for a with 
profits policy of £1,000 according to the year in which the policy was started with the 
Society. 


























Whole Life Assurance 


Claim Value in 1960 


Policy Endowment Assurance 
effected 


Original 
sum 
assured 








Maturity Value in 1960 





















1950 1,241 1,271 
1940 1,419 1,488 
1930 1,726 1,864 
1920 2,168 2,365 


THESE ARE ACTUAL RESULTS 


When clients ask about life assurance do you advise a policy with profits? If you do you 
will find the record of bonuses of this old mutual society, founded in 1830, very interesting. 
Indeed, it is quite outstanding. 








THE NATIONAL MUTUAL LIFE ASSURANCE SOCIETY 
5 Bow Churchyard (off Cheapside), London, E.C.4. City 5391 
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Constructive Aspects of Accountancy 


a by LORD CHANDOS 


The address given by Lord Chandos at the annual President’s Meeting of The 
Chartered Accountant Students’ Society of London held in Guildhall on October 
12th. Sir Harold Howitt, G.B.E., D.S.O., M.C., D.C.L., F.C.A., was in the chair. 


HAVE chosen to address you on ‘Constructive 

aspects of accountancy’, and this will be my theme. 

At the same time, I do not at all subscribe to the 

doctrine that criticism is necessarily unconstructive, 
much less positively destructive, but, in order to put 
the subject into perspective it will be necessary to 
say a passing word about those aspects of accountancy 
which fall more into 
the category of criti- 
cism and less into the 
category of the con- 
structive. 

Executive directors — 
to which much-abused 
class I belong - and 
managers, and the pub- 
lic, are apt to lay undue 
stress on the critical 
aspects of your profes- 
sion. My experience as 
a soldier in the First 
World War, and I am 
sure that there are 
others who were 

soldiers who will subscribe to it, was that one of the 
„greatest strengths of the German Army was the way 
^in which every operation conducted by a German 

commander was stringently and impartially criticized 
by the General Staff, even when it had been successful. 

So, even where accountants are engaged in critical 

functions, the result of their criticism is likely to have 

wide effects upon the constructive aspects of business. 

It would be too facile to think that they deal mainly 
with things which have already happened and that 
accounts have a strict similarity to statistics. Occa- 
sionally, in a moment of sourness, I have said, when 
some indigestible mass of statistics has been presented 
to me, that statistics are, after all, the art of locking 
the stable door after the horse has been stolen. I 
would not say that about accountants. 

Accountants have to deal in a very large part of 
their lives with the scrutiny and criticism of com- 
ypanies’ results – that is, examination of the past – to 

$ make sure, for example, that expenditure which 
should rightly be a charge on revenue has not been 
capitalized; that where extraneous profits have been 
included in the profit and loss account, they are 
properly so described, and that they are not using 
some reserve which had been thrown up, attributable 
to some other period of trading; that where com- 
panies have been acquired, their pre-acquisition 
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profits have been properly segregated and not brought 
into current revenue, and so forth. 

With a manufacturing business, one of the most 
difficult and critical duties of a chartered accountant 
is to scrutinize the value at which unsold stocks and 
works in progress have been included in the balance 
sheet and to satisfy themselves whether it is reason- 
able to suppose that they will be realized at the prices 
stated; and, where stocks are inert, obsolete or obso- 
lescent, that the correct amount has been written off, 
and so forth. 

I once made an unguarded remark and I want now 
to take the opportunity of making my peace with 
chartered accountants. I said that if a young man 
wanted to make a fortune one of the shortest roads 
would be to buy a business on a chartered account- 
ant's valuation, and, per contra, never to sell on a 
chartered accountant's valuation. I do not know 
whether that was a compliment or an insult to the 
profession. I think it is slightly insulting because it 
involves the fact that professional bodies have to 
protect their clients to help themselves. 

If you go to your lawyer and say: 'I am proposing 
to write this letter’ to someone and it begins: ‘Dear 
sir, I think you are a crook and, as you have had your 
hand in the till ever since you have been on the 
board . . >, he is quite likely to suggest to you 
another form of words which possibly would be 
safer. He is, in fact, protecting himself as well as you 
when he suggests that you write: ‘Dear sir, I have 
often had to draw attention to the sharp difference 
in many matters which divide us, including those of 
fact . . .'. That would be quite all right, but it does 
not really fulfil the object one has. Of course, when 
chartered accountants come to value businesses 
which are for sale, it would be only human to think 
that the buyer may remain in business while the 
seller was likely to go out of business. Therefore, it 
would be more sensible from the point of view of the 
profession for them to protect themselves. As I say, 
I do not know whether this is an insult or a testi- 
monial; it is intended to be a testimonial. 


Influence on Company Legislation 


While we are on the critical functions, there are, 
of course, a great number of other critical functions 
which fall into the daily work of chartered account- 
ants. I think there is something in my having chosen 
this theme because the uninformed do not realize the 
highly constructive nature of the profession., For 
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example, there are a great many questions which 
arise because of the differences between finance com- 


panies and trading companies, and where both аге - 


included in the same group, careful scrutiny by 
accountants is necessary. 

I want first to turn to a constructive side of the 
profession which is often forgotten, namely, the 
influence which chartered accountants have upon 
the framing of the Companies Act. After all, all 
business has to be carried on within a legal framework 
and it is possible, either by taking too legalistic a 
view on the one hand, or too loose and empirical a 
one on the other, to constrict business unnecessarily 
under the first heading, or to leave it too much 
licence under the second. 

By and large, I am a great admirer of the Com- 
panies Act. Where it is dealing with unitary com- 
panies I believe the Act represents a wise and sensible 
British compromise between the Scylla of full dis- 
closure and the Charybdis of rigid adherence to a 
number of statutory obligations, without at the same 
time being too restrictive or too cumbersome to make 
the management of joint stock companies unneces- 
sarily complicated. I remember once witnessing in 
New York the arrival of what I can only describe as 
a lorry load of information which a large company 
had to find before it could make a big issue. We have 
at least avoided that. 

If, however, we take the present Companies Act in 
relation to the modern structure of business, my 
admiration would not be so unqualified. I used to say 
in moments of candour that if I were a crook I could 
still drive a coach and four through the Companies 
Act if you gave me enough subsidiaries. I am told by 
the President of the Institute that I would not get 
away with it, but this is an area which could not be 
put to the test. 


Treatment of Subsidiaries 

In my lifetime in business the unitary company 
has largely given way to groups. As you drive about 
any office area, you will see a great many office build- 
ings over which the title is inscribed: ‘The Something- 
or-Other Group’, I think that the relationship 
between a holding company, its subsidiaries and sub- 
subsidiaries, especially where the complex may be a 
mixed bag of finance and trading companies, requires 
some further study by your profession and by law- 
yers. I have been engaged nearly all my life with 
groups, having a number of subsidiaries, some of 
them wholly- and some of them partly-owned, and 
sub-subsidiaries and the like. I make certain rules of 
my own when I am in control of them. I will give you 
an instance of what I mean. 

I do not allow any subsidiary to borrow money 
except from the parent and it is only rarely that the 
parent allows this rule to be set aside. This is because 
I am afraid, especially overseas, of subsidiary com- 
panies obtaining credit from local bankers on the 
name and credit standing of the parent. *Oh, this is 
a subsidiary of the X.Y.Z. Corporation; they could 
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never let them go,’ says the local banker, and prob- 
ably rightly. That is what happens when you allow 
the subsidiary to act on its own. 

'There are other questions of some complexity 
relating to holding companies which I think might. 
even require a little more legislation. So I believe it^ 
is true that the Companies Act is directed in 1960 
rather more effectively to unitary companies than it 
is to the modern structure of groups, which, as I have 
said, have grown up. All this is a digression, but it 
serves to emphasize my point that chartered account- 
ants have also got to help in framing the law under 
which companies operate. No other body can bring 
the experience or knowledge on the two sides as they 
can in this particular field. They have to ensure from 
their side that the laws, or sets of rules, which apply 
to joint stock companies are sensible and workable in 
the everyday life of business. 


Audit Function 


Of course, I think it true to say, as a sort- 
of blunderbuss statement, that a large part of the time 
of the profession must necessarily be engaged in what 
I would term loosely as the audit function. The lay- 
man imagines that the chartered accountant's rela- 
tions with companies are chiefly in connection with 
the annual report, where their name appears, and 
that they are a protection for shareholders to ensure 
that the management is giving them a true account of 
how the shareholders’ money has been used and to 
assure them, from a financial standpoint, that the 
trading results are in fact what they are shown 
to be. 

Few of the laity know how much of the judgment 
goes into this assessment. I frankly do not know 
myself. It is amusing, and indeed, fascinating 
in this connection to realize that the Institute of 
Chartered Accountants would be hard put to it to 
define what a profit is. I could not attempt to do it 
myself. Let me illustrate what I mean. 

I witnessed the great inflation in Germany after 
the First World War when hosts of small traders went 
bankrupt by taking the huge profits which presented 
themselves. Let us suppose that Herr Chandos in, 
say, 1919, had a prosperous business in selling 
marzipan to the public. He had bought some marzipan 
for one million marks and still had half a million marks 
of it in stock. He sold this stock for four million marks, 
making a profit of three and a half million marks. He 
then found that he had no marzipan left with which 
to carry on his business, while he was still liable for 
the rent, rates and taxes on his shops, which had been 
calculated by a wise landlord on a gold basis. By the 
time he had woken up to the situation, the price of” 
marzipan had gone up by 50 per cent, and perhaps 
there was none readily available. 

So somewhere in the idea of profit there is the 
rather impalpable concept that profits can only really 
be taken into a trading account and truly described 
as profits if the ability to continue business has not 
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been impaired by taking that so-called profit. The 
word ‘profit’ to ordinary minds means something 
nice, but in the case I have mentioned it proved to be 
disastrous. This leads in more ordinary times to the 
highly intricate, or almost metaphysical, study of 
whether the capital of a company is being maintained 
intact. 


Company Mergers 


So far I have chiefly been discussing how even the 
critical aspects of your profession have a strong con- 
structive side to them. I now want to turn to those 
matters which lie definitely over the line which 
divides construction from criticism. First of all, I 
suppose one would think of your services, which are 
almost invariably invoked where company A. wants 
to buy company B. Let me take as an example a 
case where companies А. and B. are friendly, where 
company B.'s operations are complementary to those 
of company A., and where there is full confidence in 
the integrity and skill of the management on both 
r-sides. It appears to both boards that expenses would 
' be reduced and a more cohesive operation would be 
secured if company B. was acquired by company A. 

In these kind of circumstances, I have generally 
said to company B. – but only when I have been the 
buyer ~ that we would take an independent chartered 
accountant's valuation of the two businesses in order 
to form a basis of negotiation. I do not commit myself 
to accept the chartered accountant's valuation as 
final, nor do I ask company B. to do so. I only ask 
that the spade work should be done by an indepen- 
dent accountant in order that we can start negotiations 
from a secure foundation. I am by nature very allergic 
to work and a lot of work has to be done. Here are 
companies A. and B. and a respectable firm of 

gaccountants. Say the value of the shares is 225 6d as 
2etween a willing buyer and a willing seller and you 
say they are 29s 3d and you are in a difficult position. 
What a very constructive work this is and how very 
little good it would be if the business community had 
not absolute faith in the integrity and skill of the 
chartered accountants. It is interesting to note that 
in other countries, in South America and in the 
United States, the valuation by a British firm of 
Chartered accountants is taken as the greatest vin- 
tages from Bordeaux are taken by connoisseurs of 
wine. No one can describe the services of an inde- 
pendent accountant in special examples as other than 
constructive. 

You may well ask, if this is so, why I do not bind 
myself to act upon the basis of this valuation. T will 
tell you why. It is because, from the nature of the 

case, company B.’s operations аге in the same type 
of business or industry in which company A. is 
engaged, Here, in a particular sector of a particular 
business or industry, opinions — and they can be no 
more than opinions, you might call them estimates 
or guesses — on the increase of demand and expansion 
of the market, the potential competition both inside 
the British Isles and the Commonwealth, or from 
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outside and from foreign concerns, must greatly 
colour the price at which the deal is consummated. 
On these matters the opinion of insiders engaged in 
the industry must carry greater weight than that of 
outsiders. That is why I say that this forms the basis 
and not the final result. 

Then look at this anomaly. Sometimes, if company 
A. thinks that the management of company B. is 
weak or aged, it may put a higher rather than a lower 
price for company B. in the belief that it can increase 
its profits ~ perhaps by sacking the chairman — by 
bringing the benefits of a younger, more efficient and 
more muscular management to bear upon its affairs. 
You cannot ask a chartered accountant to give much 
of an opinion on this. It would be a little unfair to 
ask him what effect sacking the chairman would have. 
I never do that. 

To put it another way, if I asked a chartered 
accountant about the prospect in my particular 
sector, I must by the nature of things get an opinion 
which is a far less well-informed one than my own. 
Chartered accountants cannot be expected. to know 
of the intricacies and the prospects of the myriad 
types of businesses with which they have to deal. It 
is only that they are of the greatest possible value 
because of the tremendous reputation for integrity 
and skill that the profession has built up. 

But to go back to my point. When an independent 
firm of accountants has produced a report about the 
relative values of the acquiring and the to-be-acquired 
companies, it has performed a constructive function 
of the greatest value to the business community. The 
accountant has cut away from the course of negoti- 
ations a whole series of uncertainties and has narrowed 
and focused the area of negotiation. He has said, 
perhaps, that the company bears, on the face of its 
figures, the signs of competent management, that it 
has been over-conservative — or over-liberal— in its 
distributions, and that it might be that a more detailed 
examination of its stocks would be advisable before 
any conclusion is reached, and so forth. 

The example I have just given is one where the 
boards of the two companies are in general agreement 
that a fusion would be beneficial. T'here are, of course, 
many other cases where company B. is hesitant, or 
partially hostile, and where the transaction has to be 
carried out at arm's length, as we say. Here again, the 
function of a firm of chartered accountants can be 
highly constructive. They will bring to bear on the 
balance sheet, the profit and loss account and the past 
history of the company, a more highly professional 
and informed scrutiny than is possible by the execu- 
tive of either company concerned. Again, this is a 
highly constructive function which is really quite 
different from what I have loosely described in earlier 
parts of what I have said on the audit function. 


Cost Accounting 
Now I turn to another, and perhaps even more 
important function, namely, cost accountancy. I will 
not, as you will be glad to hear, go into the intricgcies 
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of cost accounting, the merits of marginal costing and 
other jaw-breaking things of that kind. I beg you not 
to believe that I do not touch on that because I do 
not understand it, that would be quite wrong, but it 
is because I do not waht to break into it at this hour. 
I should like to put it to you quite simply in the first 
instance. My first industrial experience was to become 
chairman of an insolvent company which, for reasons 
into which I need not enter, my company felt obliged 
to buy. When I say insolvent, I mean that it had six 
weeks in front of it before it had to go into receiver- 
ship. This concern, although insolvent, was thus 
backed by the resources of a powerful corporation. 
I had better not say what they were, but they were 
of a certain type of equipment. Having bought control 
of the business, I proceeded to examine its trading 
and organization. | 

I found that they had just entered into a very large 
contract, and sent for the managing director, who 
was what we describe as a sales engineer. I said to 
him: ‘I notice you have entered into a contract to 
supply a public authority with 50,000 units of a 
certain type of equipment at the price of £17 105 
per unit. Is the company going to make a profit or a 
loss upon this contract? Have you had it costed? 
‘Oh, yes,’ says the managing director, and out of his 
top pocket he took an envelope, upon which there 
were written about five lines. The first was ‘Cost of 
material’, the second was ‘Cost of labour’, the third 
was ‘Contingencies and rejects’, the fourth was 
‘On-costs 120 per cent’, and the fifth was these items 
added up and deducted from the sale price. I said: 
‘Do you mean to tell me that these are the only cost- 
ings which you have?’ ‘Oh, yes,’ he said, ‘and they 
will prove correct.’ 

To cut a long story short, I insisted on spending 
quite a lot of money on a firm of chartered account- 
ants, specializing in cost accountancy, and I installed 
a modern system of cost accountancy in this concern. 
It cost about £10,000 to do it! 

It took a very long time, more than six months, and 
I remember that in fact the results were very close to 
those on the back of the envelope, but none of the 
items put down by the managing director was even 
approximately correct. here were pluses and 
minuses and one could see that it was a mere fluke 
that the results came out so near. The whole opera- 
tion cost a great deal of money, but I am not exag- 
gerating when I say that the effect of the installation 
of a modern system of cost accountancy was to turn 
that concern from an ill-managed and insolvent com- 
pany into an efficient one that was making a sub- 
stantial return upon its capital. 

When I left, to become a Minister, it had reached 
the old, if not quite sensible target of having reserves 
equal to its capital and a carry-forward equal to one 
year's dividend. Now, why was this? It was because 
a properly conducted system of cost accountancy 
brings to bear a strict scrutiny upon every aspect of 
a company’s operations. It shows up, for instance, 
whether too much scrap is being created. It throws 
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up whether too much commercial and administrative 
expenses are being used to sell products which are 
only marginally profitable. 

It throws into a clear light all these things which 
might be better done ~ where the holes are, so 16, 
speak — and concentrates the attention of the manage- ` 
ment on all the weaknesses and enables them to put 
these right in a way in which any lesser system than 
strict cost accountancy could not. Finally, under a 
proper system of cosf accountancy, a company, 
whether large or small — obviously, а fortiori one 
which is small — ought to know within six weeks or a 
couple of months after the end of each month's 
trading what it has done. This again enables the 
management to see the green lights or the red lights 
which should burn in the control room. The turnover 
in my company is about £230 million a year in finished 
electrical apparatus and I can tell you on September 
roth what the profits of the whole group were during 
August. 

It will in certain cases enable the management to 
issue securities or to borrow money upon a sound-4 
foundation, namely, from a knowledge of the com- 
pany's current trading conditions. By current I mean 
something not more than six weeks old. You might 
say that this is all very obvious, but in the course of 
even the last ten years I can think of three companies 
who between them employed nearer twenty thousand 
than ten thousand, who really had no knowledge of 
whether they were making a profit or a loss each 
month until the annual audit came round, much less 
the details of the profit and loss account. I could 
give chapter and verse. So here are one or two — and 
they are the most important — examples of the con- 
structive part of accountancy and of your profession* 

Analysing the Problem 


Let me return to the critical function again. vlt 
belief is that, just as in medical science diagnosis is 
the main key to successful therapy, so in business, 
analysis - which, after all, is only in this context 
almost another word for diagnosis, or audit ~is 
invariably a constructive function, upon which 
action must be founded and upon which success will 
largely depend. Now, diagnosis, or analysis, depends 
in medicine partly upon a knowledge of the patient’s 
past, his habits, diet and so forth, and in business 
partly upon his market and record and upon those 
units of the organization which appear to be lagging 
behind the others, or which are not efficient judged 
by the standard of other companies and so on and so 
forth. 

Of course, it depends partly on estimations or, 
guesses of how the economy of the whole country is, 
going to develop and how the demand for a particular 
product is going to grow and what competition will 
have to be faced both at home and abroad. The first 
part of such studies lies largely in the field of account- 
ants. The second part must inevitably be subject to 
the judgment of the particular leaders of the parti- 
cular industry. 
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Already, thousands and thousands of 
CFaional Accounting Machine users 
such as these are right up-to-date — 
all set for prosperity :— 


PIRELLI GENERAL CABLE WORKS LTD « KRAFT FOODS LTD 
THE METAL BOX CO LTD « ESSO PETROLEUM CO LTD 

REED CORRUGATED CASES LTD e HOUSE OF SEAGRAM LTD 
SCHWEPPES LTD • SIR ROBERT MCALPINE & SONS LTD 
BRITISH IRON & STEEL CORPORATION LTD • BOURJOIS LTD 
PEEK FREAN & CO LTD e LILLEY & SKINNER LTD 
BOWATER PAPER CORPORATION LTD « CREED & CO LTD 
Н. J. HEINZ & CO LTD è GILLETTE INDUSTRIES LTD А 
FRIGIDAIRE DIVISION OF GENERAL MOTORS LTD i 
JOHN HAIG & CO LTD « MEGGESON & CO LTD 

W. Н. GAZE & SONS LTD • HUNTLEY & PALMERS LTD 
BEECHAMS PHARMACEUTICALS LTD e RADIO RENTALS LTD 
SAMUEL JONES LTD « GRANADA THEATRES LTD 
UNIVERSITY PRESS, OXFORD • MONSANTO CHEMICALS LTD 
MOBIL OIL CO LTD * JOSEPH RANK LTD 

STANDARD TELEPHONES & CABLES LTD • NESTLE LTD 
WALT DISNEY LTD • INGERSOLL-RAND LTD 

C. С. WAKEFIELD & CO LTD (CASTROL) • REMPLOY LTD 
HULTON PRESS LTD e TATE & LYLE LTD 

BRITISH INSULATED CALLENDER'S CABLES LTD 

WESTERN UNION TELEGRAPH e JOHN LAING & SON LTD 
MCVITIE & PRICE LTD « MAPPIN & WEBB LTD 
ARMSTRONG-SIDDELEY MOTORS e AVERY-HARDOLL LTD 
PETTERS LTD è P & О STEAM NAVIGATION CO 

ODHAMS PRESS LTD • SYMBOL BISCUITS LTD 
METRO-GOLDWYN-MAYER PICTURES LTD • VIDOR LTD 
GENERAL MOTORS LTD • DIMPLEX LTD 

SIEMENS EDISON SWAN LTD « TANNOY PRODUCTS LTD 
JAEGER LTD « GALLAHERS LTD 

DUNLOP RUBBER CO LTD ¢ UNILEVER LTD 


LARGE, MEDIUM OR SMALL? — Size makes no 
difference. National's unequalled range of machines 
provides the world’s widest choice of made-to-measure 
systems for businesses of every size and kind. 





НО A у 





а Пи њих RPM TREE OIN 


WITH EXPANSION AHEAD, 
NOW IS THE TIME TO ACT. 


Now is the time to invite your near-at-hand 
NCR Systems Specialist to call on you. 
Confidential, explanatory talks, system surveys 
and the submission of proposals imply 
absolutely no obligation — financial or otherwise. 


a With or without automatic tape or card-punching facility 





Just write or ’phone (Accounting Machine Division) 
The National Gash Register Company Ltd · 206-216 Marylebone Rd : London N.W.1: Tel: PAD 7070 


THE 
XVI ACCOUNTANT October 22nd, 1960 








Мо words, no specification, 
can capture the real quality 
of a computer . У 


А. computer is the sum of the thinking, the engineering, the 
experience that go into its making, plus the accumulated skills 
that go into its applications and servicing. 


On all these scores, ICT has no equal in Britain. 
LC-T, with over 50 years’ experience of data pro- 
cessing, has made more than half the computers in 
commercial use here today. I:C-T in Britain is 
deployed over 23 factories, 31 area offices, 3 research 
establishments, and5educationaland training centres 
for customers’ staff. World-wide, I-C-T employs 19,000 
people and operates in 51 countries. I-C-T’s service is 


International Computers | > 
at your service from the moment of your first enquiry. and Tabulators Limited 
The computer illustrated is the 1301. It is a product 


of I-C-T and G.E.C. and their jointly owned Computer 149 PARK LANE, LONDON W1 
Developments Limited. A comprehensive booklet on TELEPHONE: HYDE PARK 8080 
the 1301 can be had on request. 
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Auditing: the gis yr and its Attainment - 1 


by D. D. RAE SMITH, M.C., B.A., F.C.A. : 


Introduction 

НЕ fields entered by accountants in practice 

are ever-increasing, but auditing still remains 

by far the largest of them. Nor is there any 
reason to suppose that the preponderance of auditing 
in the work of a practice office is likely to be much 
diminished in the foreseeable future. At least for 
many years to come, audits will 
continue to be the basis on which 
most practices are founded, pro- 
viding the bread and butter and 
here and there a sweetening of 
jam. The manner in which those 
of us in practice approach and 
carry out our audit engagements 
will remain of prime importance 
in contributing to the esteem - 
or lack of it – in which our pro- 
fession is held by those whom it 
seeks to serve. 

In recent years there has been 
a growing recognition of the fact 
that the overriding purpose of an 
audit is the expression by the 
auditor of an independent opin- 
ion as to the truth and fairness 
of accounts examined by him, 
and not the detection of defalca- 
tions and errors. This has re- 
quired a change of emphasis in 
audit procedures. The verifica- 
tion of large numbers of detailed 
transactions and balances should 
give way to a review and assess- 
ment of the system of internal control undertaken 
with the object of determining the extent to which 
the auditor can rely on it in framing his audit 
procedures. 

A textbook is the proper place for considering in 
detail the audit procedures that can be applied to 
different types of assets, liabilities and transactions. 
It would not be appropriate, in a paper such as this, 
to try to usurp the textbook's function; nor have I the 
wish or intention to do so. Therefore, after first 
dwelling on the purpose of an audit, this paper will 
deal at some length with the attainment of that pur- 
pose through a review and assessment of the system 
of internal control. Other audit procedures and tests, 
except those in connection with stocks and work in 
progress, will be considered in principle only. 
Because stocks and work in progress tend to be 
treated by many auditors in a manner that is a long 
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way this side of perfection, the procedures relating 
to these assets—and in particular the auditor’s 
attendance at, and observation of, physical stock- 
taking ~ will receive a more specific measure of 
attention. 

Before going any further, I should perhaps say 
that the views and opinions expressed in this paper 
are my personal ones. But, while 
they should not all necessarily 
be taken as representing the col- 
lective opinions of my partners 
and my firm, I have little doubt 
that in essence they do so. 
Whether they meet with accept- 
ance or rejection. from the 
audience to which they are 
addressed, I hope they will at 
least provoke discussion and 
thought about this work which 
plays so big a part in the for- 
tunes of a practice office. 


'The Purpose of an Audit 
No task can be undertaken with 
any real hope of performing it 
well unless we first know quite 
clearly what it is we hope to 
have achieved at the end. If an 
audit is to be done efficiently the 
auditor must be quite certain of 
his purpose. My experience 
leads me to believe that not a 
few practising accountants, and 
many of their clients, are by no 
means clear in their thinking about the purpose of 
an audit. I therefore make no apology for dealing 
with this matter. 

In the distant past audits no doubt had their origin 
in the natural distrust felt by one man for another in 
matters where the handling of money or other valu- 
ables was at stake. The function of the auditor then 
was to obtain an account of a man's stewardship and 
to assure himself that no misappropriation of funds 
had taken place. With the passage of time, as busi- 
nesses developed and grew into complex organiza- 
tions, this original concept of the auditor's function 
became impracticable and out-dated. Nevertheless, 
it is only in relatively recent years that it has begun 
to be accepted that balance sheets and profit and loss 
accounts are representations made by management 
as to a state of affairs and results of transactions; and 
that the function of the auditor is to express an 
opinion on those representations. 

The earlier view of an audit – as comprising a sort 
of fraud squad investigation together with a verification 
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of mathematical accuracy in great detail — unfortu- 
nately persists to some extent today. For example, in 
a well-known book on auditing the following words 
appear: n 

“The object of an audit may be said to be threefold: 

(x) The detection of fraud. 

(2) The detection of technical errors. 

(3) The detection of errors of principle. 

‘On account of its intrinsic importance, the 
detection of fraud is clearly entitled to be considered 
an object in itself, although, as will be obvious, fraud 
can only be concealed by the commission of a 
technical error, or of an error of principle. It will be 
appropriate, therefore, to combine the search after 
fraud with search for technical and fundamental 
errors; but it can never be too strongly insisted that 
the auditor may find fraud concealed under any 
item ће is called upon to verify. His search for fraud 
should therefore be unwearying and constant. 

"The detection of fraud is a most important por- 
tion of the auditor's duties. . . . Auditors should 
therefore assiduously cultivate this branch of their 
functions. . . .' 

When a book which is one of the recognized standard 
works on the subject emphasizes the detection of 
fraud as the first purpose of an audit, it is perhaps not 
to be wondered at that many, both inside and outside 
the profession, are similarly mistaken in what they 
hold to be an audit's purpose. 

It is obvious that, except possibly in cases where 
the business being audited is of the smallest size, if 
an auditor looked on his work as being primarily 
designed to guarantee the accuracy of accounts in 
every detail and to discover both major frauds and 
minor defalcations, his client would find the cost of 
this work prohibitive. His client, moreover, could 
normally obtain protection more cheaply and effici- 
ently by other means. Àn audit cannot be a good 
substitute for proper controls exercised at the time 
over transactions. Nor can it offer the same prospect of 
recovery of money lost as is given by fidelity insurance. 

'The detection of fraud should not therefore be 
regarded as the main purpose, or even as one of the 
main purposes, of an audit. This does not, of course, 
mean that an auditor is in no way concerned with, or 
interested in, the discovery of frauds and defalca- 
tions. If proper application of the audit procedures 
necessary to enable him to express an opinion on the 
accounts he is examining would also discover a fraud 
or defalcation, then any failure by the auditor to make 
the discovery will be at his peril. But this should not 
obscure the fact that such a discovery is a by-product, 
and not the main purpose, of the auditor's work. The 
responsibility for safeguarding the assets of a business 
rests squarely with the management. They do not 
discharge this responsibility by having an independent 
audit. 

The primary purpose of an audit is to enable the 
auditor to express an opinion as to the truth and fair- 
ness of the accounts he is reporting on. This primary 
purpose is not affected by whether an audit happens 
'to come under the Companies Act, 1948, or not. 'The 
need for truth and fairness is not confined to the 
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accounts of bodies incorporated with limited liability 
or limited by guarantee. In the case of audits under 
the Companies Act there are, of course, the additional 
purposes of ascertaining whether proper books of 
account have been kept, whether the accounts are in>> 
agreement with the books and comply with the pro- 
visions of the Act, and so on; but these are secondary 
purposes. They are ancillary to the main and over- 
riding purpose. It is unfortunate that, while the body 
of the Companies Act, 1948, makes it clear in Section 
149 that the overriding consideration for a company 
is to present accounts which are true and fair, the 
Ninth Schedule to the Act- by requiring express 
statements on all the secondary purposes of an audit ~ 
tends to obscure the much greater importance of the 
auditor's first purpose. 

As I have just said, whether an audit is under the 
Companies Act, 1948, or is outside it, its primary 
purpose remains the same —the expression of an 
opinion by the auditor as to the truth and fairness of 
the accounts reported on. An auditor may, on the _ 
express instructions of his client, undertake obliga- 
tions that go further than this; but he cannot do less. 
Therefore, if an examination of accounts, made out- 
side the Act, is so limited by the instructions of his 
client that the auditor is unable to give an opinion on 
their truth and fairness, then such an examination 
does not amount to an audit. In such cases the report 
that is given on the accounts should make it clear 
that an examination of only limited scope has been 
made, and that its extent is insufficient to allow of an 
opinion on their truth and fairness. 

It is important that the purpose of an audit be 
properly appreciated because it is the key to what 
audit procedures should be applied and the extent 
to which they should be applied. Without this appre- . 
ciation the auditor is unlikely to perform his task in^ 
a manner both effective and economical. It is im- 
portant also that clients as well should realize the 
purpose for which an audit is made. If some of them 
believe, and are allowed to go on believing, that a 
major part of the auditor's job is to see that the petty 
cash has not been stolen and that every item in the 
books is rigorously examined, then their awakening, 
if put off too long, is likely to be a rude one. They 
should understand that the procedures which the 
auditor elects to apply in his work are designed to 
enable him to express an opinion; and that they are 
not applied in order to detect defalcations and like 
irregularities, even though they may sometimes do 
this. 

The realization of the true purpose of an audit 

. * . ~ 
appears to be more widespread in the United States, 
of America than it is in this country. It is interesting- 
to note that in 1951 the Codification of Statements on. 
Auditing Procedure issued by the American Institute 
of Accountants contained the following words: 


"The ordinary examination incident to the 
issuance of an opinion respecting financial state- 
ments is not designed and cannot be relied upon to 
disclose defalcations and other similar irregularities 
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although their discovery frequently results. In a 
well organized concern reliance for the detection of 
such irregularities is placed principally on the main- 
tenance of an adequate system of accounting records 
with appropriate internal control. If an auditor were 
to attempt to discover defalcations and similar 
irregularities he would have to extend his work to 
a point where its cost would be prohibitive. It is 
generally recognized that good internal control and 
surety bonds provide protection much more cheaply. 
On the basis of his examination by tests and checks, 
made in the light of his review and tests of the 
system of internal control, the auditor relies upon 
the integrity of the client's organization unless cir- 
cumstances are such as to arouse his suspicion, in 
which case he must extend his procedures to deter- 
mine whether or not such suspicions are justified.’ 
While there are doubtless many people in this 
country, both in the accountancy profession and 
among its clients, who do appreciate the proper pur- 
pose of an audit, it is certain that there are also large 
numbers who would benefit from a close study of the 
words just quoted. 


'The Importance of Internal Control 


As it is not the main purpose of an audit to detect 
defalcations and similar irregularities, it follows that 
extensive detailed checking of books and records 
should normally be unnecessary. The audit pro- 
cedures applied should be the minimum necessary 
to establish whether the books and records can 
reasonably be relied on as a basis for producing 
accounts which will give a true and fair view. Mere 
haphazard application of a few procedures will 
obviously not e good enough to achieve this. To be 
effective as a means of establishing the reliability of 
the books and records, the audit procedures selected 
and applied must be based upon a proper apprecia- 
tion of the system of internal control. Therefore the 
first and most important thing to do when starting 
an audit is to review and assess the system of internal 
control. Upon his assessment of the effectiveness or 
otherwise of the system should depend the nature 
and extent of the tests that the auditor applies. 

'To avoid possible confusion it may be appropriate 
at this point to say that, when talking of internal con- 
trol, its meaning is not limited to include only internal 
check and internal audit. An auditor is, of course, 
directly concerned with internal check and internal 
audit; but the term internal control embraces more 
than these, and the auditor's concern with a system 
of internal control may likewise extend beyond them. 
In Notes on the Relation of the Internal Audit to the 
Statutory Audit, issued by the Council of the Insti- 
tute in August 1953, internal control was defined as: 

6. . indicating the whole system of controls, financial 

and otherwise, established by the management in 

the conduct of a business, including internal check, 
internal audit and other forms of control’. 
The auditor's interest in the system of internal con- 
trol will be chiefly directed to that part of the system 
which comprises the plan of organization and the 
methods and measures which are adopted to safe- 
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guard the assets and ensure the accuracy and relia- 
bility of the accounting records of a business. His 
responsibility for investigating the system of internal 
control is limited to those controls directly related to 
accounting matters. These, obviously, will include 
internal check and, where it exists, internal audit. 


Review of Internal Control 


A review of the system of internal control operating 
in a business, with a view to assessing its effectiveness, 
is not a matter that can be undertaken lightly or 
mechanically. It will entail: 

(a) Observation and inquiry. Intelligent observa- 
tion of the physical conditions in which a busi- 
ness operates, and intelligent inquiry of direc- 
tors, managers and other key employees, are 
essential if the auditor is to get the 'feel' of a 
business. 

(6) Examination of documentary procedure in 
order to establish what provision is made to 
ensure the authenticity of and authority for 
transactions, internal checks generally, flow of 
documents, and so on. 

(c) Test of underlying documents, records, trans- 
actions and entries in the books in order to 
prove the reliability and authenticity of those 
selected for test. 

(d) Assessment of the whole, which will involve 
understanding how all the different elements 
of the system of internal control fit together 
and the exercise of careful judgment in deter- 
mining the extent to which it amounts to an 
effective system. 

Observation, inquiry, examination and test are 
factors which are interdependent. A proper balance 
between them must be held if the conclusions reached 
when assessing the whole are to be valid. Too much 
reliance on observation and inquiry and too little on 
examination and test may lead to a false assessment. 
On the other hand, too little observation and inquiry 
may result in an excessive amount of examination and 
test, and directed at the wrong places. 

A review of internal control should be regarded as 
an integral and continuing part of an audit. It should 
be carried out afresh each year. At present I suspect 
that too many pay only lip-service to this requirement. 
When an audit is first undertaken a review, more or 
less comprehensive, of the system of internal control 
is made; but thereafter it tends to be partially, or even 
wholly, overlooked. Systems of internal control, like 
everything else, have a habit of changing from time 
to time. If the change is revolutionary, there should 
be little chance of the auditor not noticing it. But if 
it is just an evolution he may well be unaware of it 
unless he has deliberately made a review of the sys- 
tem. Whether changes are revolutionary or evolu- 
tionary, the auditor needs to know of them and weigh 
their significance. The absurdity of applying, year 
after year, audit procedures which are based on a 
system of internal control as it was, but is not now, 
needs no emphasis. 
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It is a fallacy, I think, to suppose that making a 
review each year of a system of internal control will 
add much, or anything, to the time that has to be 
spent on an audit. Radical alterations in a system are 
the exception rather than the rule; the changes that 
occur from time to time are usually of a relatively 
small – though not necessarily unimportant — nature. 
"Therefore the auditor's review will more often involve 
finding out in what respects the system has been 
altered, rather than starting from scratch to find out 
what the system is. And even if the review does 
apparently occupy a large measure of time it should, 
if it is properly used, repay this by making it pos- 
sible to save time in other directions. 


Internal Control Questionnaire 


Clearly the auditor should have some form of written 
record of the system of internal control. To ensure 
that a review of the system is made on the occasion 
of each annual audit, this record should form part of 
his current working papers. If it does not form part 
of his current working papers, but is kept in one of the 
permanent files relating to the engagement, the 
danger of the review being overlooked is much 
increased. In making a review of the system of 
internal control there is a lot to be said for the use of 
a standard form of internal control questionnaire. It 
may be that, where the audit is one of a very small 
business, and perhaps in certain other cases, it is 
more convenient not to use a standard form but to 
prepare a hand-written record of the system. Gener- 
ally speaking, however, the use of a standard form of 
questionnaire is preferable. There are important 
features which are common to all systems of internal 
control and a standard questionnaire ensures that 
they all receive their due attention. 

A standard form of internal control questionnaire 
needs to be designed with care and thought. For some 
concerns, for instance banks and insurance companies, 
it will probably be necessary to have a form of ques- 
tionnaire that is separate from that designed for use 
with manufacturing and trading businesses in general. 
I shall not attempt to reproduce an internal control 
questionnaire in this paper. It will be sufficient here 
to indicate in general terms the form that a question- 
naire, suitable for use in most types of audit, can take. 
Such a questionnaire may consist of several sections, 
each being devoted to one of the usual major account- 
ing activities of a business — such as cash receipts, 
cash payments, sales and debtors, purchases and 
creditors, stocks, payrolls, property, securities, etc. 
Each section will contain questions relating to the 
more important functions of the activity concerned, 
and it can be helpful if these questions are supple- 
mented, wherever necessary, by short explanatory 
comments indicating the more usual means of obtain- 
ing effective control over various functions and 
records in order to emphasize the significance of the 
questions asked. Sufficient space must be provided 
for recording answers to the questions asked and for 
such other comment as the auditor may think fit to 
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make. When recording his answers the auditor should 
remember that it can often be easier to explain some 
aspects of a system of control by flow charts than by 
a rambling narrative. To facilitate assessment of the 
system as a whole, the questionnaire should also 
contain a separate sheet on which the situation dis- У 
closed by each section can be summarized. 

The normal types of audit tests that can be applied 
to different matters can be indicated in the internal 
control questionnaire. It may sometimes be feasible 
to turn it into a combiried questionnaire and audit 
programme by providing space for recording the 
tests actually made, though often this will make the 
questionnaire unwieldy. It is, however, obvious that, 
as the audit programme should depend on the 
answers given in the questionnaire, there must be a 
direct link between the two. If it is not practicable to 
incorporate the audit programme in the question- 
naire, then the various sections and subsections of the 
questionnaire should be.referenced to the programme. 
Which of the tests indicated in the questionnaire are 
actually applied – and to what extent – will depend 
on the assessment that is made of the system; and it ` 
must always be remembered that this assessment 
involves judging not only its theoretical efficiency 
but also its practical effectiveness. 

The questions asked by an internal control ques- 
tionnaire should be designed to direct attention to the 
vital points at which proper control is essential if the 
system as a whole is to be judged effective. It is 
advisable so to frame the questions that an affirmative 
answer indicates a satisfactory situation and a nega- 
tive answer one that is unsatisfactory. As far as 
possible the questions should be designed so as to 
require thought about the possibilities involved 
before an answer can be given. A questionnaire that 
can be answered throughout by a mechanical yes or no 
is unlikely to lead to the best assessment of a situation. ‘ 

In the case of smaller businesses it is usually 
possible to obtain nearly all of the answers required 
by an internal control questionnaire at the start of 
the audit work. In larger businesses this may not be 
practicable, and it may be necessary to complete each 
section as the auditor's work brings him to it. In 
either event, the auditor must remember that he has 
to satisfy himself about the routine operated, not only 
by careful inquiry, but also by inspection and test of 
records and, where appropriate, by actual observation 
of procedures. It is not enough to accept a mere 
explanation of the routine that is meant to be followed. 
Knowledge gained by inquiry should be substantiated 
by other means as the audit progresses. The auditor 
should also remember that he is concerned with the 
system or routine operated at the time covered by his 
audit, and that by the time he actually starts his work 
changes may have taken place. 


Assessment of Internal Control 
The making of a proper review and assessment of the 
effectiveness, or otherwise, of a system of internal 
control calls for the exercise of a nice degree of intelli- 
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zence, common sense and judgment on the part of 
the auditor. To do so he must find out exactly what 
:he system of internal control is, so far as it affects 
iccounting matters, and must judge whether the 
system is effective in design and whether it is working 
oroperly in fact. This means that he must decide 
whether the records are adequate and the employees, 
particularly those in supervisory capacities, compe- 
tent; must weigh the effects of any deficiencies in the 
system; and make tests to see whether the prescribed 
procedures are in fact carried out and whether errors, 
irregularities and other discrepancies brought to light 
oy the working of the system are properly followed 
ip. He should consider whether the duties and 
:esponsibilities of different departments, as well as 
:hose of officers and other employees, are clearly 
lefined; whether officers and employees are required 
to take annual holidays; and whether danger may be 
lurking in a situation where executives are also execu- 
tives of other concerns, and where employees or 
executives related to each other are in key positions. 
He should realize that if the records are not properly 
lesigned to meet the needs of the business and fail 
to provide essential information readily, or if they 
are kept in a slovenly fashion, there will be oppor- 
tunities for errors and manipulations; and that if the 
bulk of the work of a department is done by clerks 
who are apparently underpaid, incompetent or un- 
interested, the chances of irregularity increase. 

In making his assessment of the effectiveness of a 
system of internal control the auditor should not 
think too narrowly. He must look beyond the imme- 
diate confines of any given matter. For example, when 
confronted with a situation that is apparently un- 
satisfactory, the auditor should consider not only the 
likelihood of irregularities or errors being committed, 
but also the possibility that alternative controls may 
be operating. The fact that a person who prepares 
sales invoices has access to cash in the form of in- 
coming collections need cause no great concern if 
such collections have been prelisted for control pur- 
poses and there is adequate independent accounting 
for sales invoices. 


Internal Control in Small Businesses 

As the size of a business increases, so does the need 
for a system of internal control. The smaller a busi- 
ness the less the opportunity for establishing a formal 
system of control and the greater likelihood there is 
that a more detailed audit will be necessary. But this 
does not mean that there are no effective forms of 
zontrol that can operate in small businesses. In even 
the smallest business there is some opportunity of 
control and often it can be highly effective. 

A formal system of internal control is not something 
that is created merely for its own sake and to satisfy 
a pedantic whim. It exists to serve a practical need; 
to fill the gap that appears when the size of a business 
makes personal supervision ineffective or impractic- 
able. When close personal supervision is no longer 
possible a system of internal control is needed to 
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enable management to rely on the data that is put 
before it. It is a substitute for a less formal, but not 
always less effective, type of control In a small 
business it may not be possible to set up an elaborate 
system of internal check on employees, but it may 
not be necessary either. Internal check is only a part 
of the wider system of internal control. Absence of 
internal check on employees need not matter if 
adequate control is secured through personal super- 
vision by a proprietor. : 

The auditor's main problem іп a small. business is 
usually not so much the lack of control exercised over 
employees in the discharge of their duties, as the 
freedom of the proprietor to do what he likes with 
his business assets. When a business is large enough 
to permit a formal system of control, this system, if 
it is a good one, inevitably restricts the proprietor's 
ability to deal with the assets single-handed. Where 
there is no control over the proprietor the auditor 
wil always be faced with the problem of how to 
satisfy himself about matters dealt with by the pro- 
prietor, and this will normally entail a more detailed 
audit. But although he has to do a more detailed 
audit in order to cover these matters which are not 
subjected to control, the auditor should not lose sight 
of others which may be effectively controlled and 
should plan his work accordingly. 

. In small concerns the close personal supervision 
that is normally given by proprietors to, and their 
intimate knowledge of, every aspect of their businesses 
are factors that can make for effective control. The 
proprietor of a small business usually does, and 
indeed ought to, receive and open the incoming post; 
he will usually be the one who approves all payments 
to creditors and signs the relative cheques. He will 
sign the wages cheque and ought to know exactly who 
is on his payroll and what wages they should be 
getting. He will know who his customers are and will 
keep a close watch on the collection of debts, himself 
approving all that are written off as bad. A cash 
register, and his own exact knowledge of his profit 
margins, can give him a good control over his cash 
takings. When all this is considered it can readily be 
seen that personal control by a proprietor in a small 
business can be a good substitute for an elaborate 
system of internal control over employees in a large 
one. The type of business where lack of control is 
likely to be much more of a problem is the one which, 
though still relatively small, has reached a size where 
close personal supervision by the proprietor over all 
of its aspects is no longer possible. The chief obstacle 
to a system of internal control in cases of this sort 
often lies in the unwillingness, or inability, of the 
proprietor to understand the need for such control 
and the benefits that can be obtained from it. He may 
be unwilling to take the risk of offending his em- 
ployees, particularly those with long service, by 
instituting controls over them. It may be hard to 
convince a proprietor of this sort that internal control 
procedures need not be excessively costly in relation 
to the benefits they can bring. (To be concluded.) 
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Weekly Notes 


CARBS and CAESS 


E reproduce on another page the income and 

expenditure account for the year ended May 
31st, 1960, of the Chartered Accountants Retirement 
Benefit Scheme, together with the balance sheet as 
at that date. We also reproduce the accounts for the 
same year of the Chartered Accountants Employees 
Superannuation Scheme, together with a schedule of 
investments at the end of that year. The annual 
general meeting of the members of CAESS is 
to be held at the Hall of the Institute, Moorgate 
Place, London, EC2, next Thursday. 

The report of the committee of CAESS, which 
we also reproduce, mentions that the Trust Deed 
and Rules have been altered to permit firms to con- 
tract out of the new State scheme, under the National 
Insurance Act, 1959, if they so desire. An explanatory 
booklet has been issued to all eligible practising firms 
of members of the Institute. Non-member firms may 
be interested in that CAESS may offer a means 
of contracting out without the necessity of individual 
negotiation with the Registrar of Non-participating 
Employments. 


Scottish Institute’s Examinations 


S previously announced in these columns, a new 

syllabus for the examinations of The Institute 
of Chartered Accountants of Scotland is to be 
introduced at the beginning of next year. Thereafter, 
the existing structure of examinations comprising 
first and second divisions in each of the Intermediate 
and Final will be replaced by an examination in five 
separate parts, of which two are subdivided. Parts I 
(A and B) and II will correspond broadly with the 
Intermediate under the old syllabus; Part III 
(A and B) with the first division of the Final; and 
Parts IV and V with the second division of the Final. 
It is intended that a five-year apprentice should 
plan to pass one part of the examination in each year 
of service under indenture. 

Commencing in 1961, there will be in each year, 
on the new syllabus, a spring diet of examinations, 
consisting of Parts I, IIT (A) and IV in April, Parts 
II and V in May, and Part ПІ (B) in June, with an 
autumn diet consisting of all five parts. Meanwhile, 
although candidates wil have an opportunity of 
sitting for the second division of the Final examina- 
tion under the old syllabus in December and again 
in May next, the last examinations in both divisions 
of the Intermediate and in the first division of the 
Final examination were held last month. The results, 
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reproduced elsewhere in this issue, show that 
25 candidates were successful in the first division 
of the Final, 40 passed the first division of the 
Intermediate and 7o the second division of the 
Intermediate. 1 я 

The Albert J. Watson Prize for the candidate > 
obtaining the highest number of marks above a 
certain minimum at each diet of the first division of 
the Final, was won by Mr James Kerr McDonald, 
of Greenock; and the Helen Somerville Prize for the 
woman candidate obtaining in each year the highest 
marks in the second division of the Intermediate, 
was won by Miss Gloria Patricia McKean, of 
Edinburgh. 


Those Non-voting Shares 


ON-VOTING shares are not entirely without 
friends, to judge from a memorandum which 
W. E. Sykes Ltd has submitted to the Jenkins 
Committee. The company is a manufacturing com- 
pany of medium-size, having non-voting shares as 


part of its capital, and therefore in a position to speak - 


from experience, as against mere theory. The 
memorandum says that compulsory enfranchisement 
would create confusion and injustice and would 
constitute a dangerous precedent. As to future issues, 
the company maintains that existing restraints are 
adequate. If there is any problem, a solution should 
be found by negotiation, rather than by a change in 
the law. 

Certainly compulsory enfranchisement with com- 
pensation would pose very difficult problems of 
valuation. It could also have tax repercussions in 
conferring control on persons who were particularly 
anxious not to have it; but presumably provision 
would be made for this in the legislation. Non- 


voting shares facilitate resistance to take-over bids; 


on the other hand, it must be admitted that the 
holder of voteless shares in a company which is 
taken over is likely to be the loser as against the 
holders of voting capital. Perhaps the answer is not 
so much a prohibition on voteless shares as provision 
for the fullest publicity to be given to the votelessness. 
Calling such shares ‘A Ordinary’ is not really 
adequate. 


Development of Accounts 


HE profit and loss account in early accounting 
seems often to have been the rag-bag into which 
unwanted account balances were cleared, either at 
regular intervals or at the whim of the accountant, or 
when particular accounts or the ledger itself was full.’ 
Thus writes Professor Yamey in a paper on the 


“Development of company accounting’! in which -a 


he traces from these early beginnings the evolution of 
the profit and loss statement to its present-day form. 

The need for the now conventional profit and loss 
account arose with the introduction of limited liability 
in the middle of the last century. There then arose 
А a NPS flc: ON EP d 


1 Three Banks Review. No. 47. September 1960. 
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the need to inform absentee shareholders of the return 
on their capital; furthermore, it was important that 
dividends did not exceed the available profits. In 


| these circumstances it seems surprising that publica- 


tion of the profit and loss account did not become 
compulsory until the 1929 Act. 

According to Professor Yamey, the law has lagged 
behind the development of accounting conventions. 
Provided the accounts were drawn up in good faith 
and approved by the auditors, the Courts were loath 
to intervene in the affairs of the company. Neverthe- 
less, the principles regarding the use of secret reserves 
have been established in the Courts, while the problem 
of inflation has given rise to the revaluation of assets 
to enable larger provision to be shown in the profit 
and loss account. 

Present-day accounting conventions are the product 
of the nineteenth century, and in Professor Yamey's 
opinion the emergence of popular and widespread 
shareholding, fluctuations in the value of the currency 
and the growth of take-over bids, together make a new 
approach to company statements imperative. He 
expresses the hope that the Jenkins committee will 
provide an authoritative and thorough review. 


Half-year's Balance of Payments 


N the first half of this year, the United Kingdom's 

external monetary position worsened to the extent 
of £38 million. There was a surplus on current 
account of £35 million, but this was more than offset 
by net long-term investment abroad of £138 million. 
The balance of current and long-term investment 
transactions was a deficit therefore of £103 million. 
The difference between this deficit and the recorded 
deficit of £38 million in the external monetary 
position (a gap of £65 million) is due to a balancing 
item representing net errors and omissions, which on 
this occasion is favourable to the United Kingdom. 
'This item, however, makes the figures all the more 
provisional. 

These statistics are given in the White Paper on 
the United Kingdom’s balance of payments published 
last week giving provisional estimates for the first half 
of 1960 and revised figures for earlier periods. On the 
visible trade account, imports and exports were both 
higher than a year earlier. So far as invisible items 
are concerned, compared with the year earlier, 
Government payments overseas were higher, net 
shipping payments slightly higher and interest, profits 
and dividend payments were high owing to the 
higher level of interest rates in the United Kingdom. 
Travel payments were much larger on the year and 
so were receipts. 

Net private investment abroad continued at £100 
million, which is similar to the high average of recent 
Ninety per cent of it was in the rest of the 
sterling area. It will be observed, therefore, that the 
strain on the balance of payments has come about by 
the sustained high level of foreign investment. In the 
current fiscal year this strain is a calculated risk. The 
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Chancellor of the Exchequer made this quite clear in 
his Budget speech last April. The fact that a strain is 
being felt should not, therefore, under the circum- 
stances, be viewed with alarm. The continuing cause 
of concern is the performance of exports. 


Industry’s Cautious Mood 


| Peace is in a somewhat less optimistic mood 
than it was four months ago, to judge from the 
latest survey into industrial trends by the Federation 
of British Industries published last week. In view of 
the recent news, particularly in consumer durable 
goods, the findings are hardly surprising. 

The questionnaires were answered in the last week 
of September and the first of October. The results 
are, therefore, very up to date and this ability of the 
Frederation of British Industries to publish the 
returns quickly is one of its outstanding advantages. 

In industry as a whole there is still more than full 
employment, with output continuing to rise. Shortage 
of skilled labour is still the most important limiting 
factor, especially in engineering, textiles and paper. 
There has been little difference in the last four months 
in the number of firms working below capacity but 
those which do have idle plants seem to have en- 
countered worse conditions during this period. Total 
new orders are up (though less so than output) and 
there is no significant rise in export orders. 

Evidence on the question of future expansion plans 
are inconclusive. Authorizations for plant and 
machinery are expected to be higher in the next 
twelve months but there is less optimism about new 
building. 

The rise in raw material stocks has continued and 
profit margins are under pressure owing to rising 
costs. In general, the short-term outlook is good, but 
the long-term outlook is less satisfactory. The inquiry 
supports the conclusion from other evidence that the 
peak of the trade cycle is in sight. 


Government Services for Exporters 


TIE Board of Trade has started a direct mail 
campaign to the managing directors of 30,000 
manufacturing companies in the United Kingdom. 
The letter, which was sent out last week-end under 
the signature of the Rt. Hon. Frederick Erroll, M.P., 
Minister of State, Board of Trade, draws attention to 
the services which the Government offers to exporters. 
A reply-paid card has been sent with the letter for 
those who would like to know more about these ser- 
vices and replies to this effect will be followed up by 
the regional controllers of the Board. Advance notice 
of the campaign has already been given in a letter 
sent out to 835 trade associations. In order to spread 
the work which is expected to arise following the 
replies, mailing is being carried out over a period of 
six months. 
This effort should bring to the attention of com- 
panies who are on the verge of going into export 
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markets an indication of the range of assistance which 
the Government can offer. To that extent it is a useful 
gesture by the Board of Trade to exporting com- 
panies, It is not likely, however, to make a significant 
impact on companies. whose attitude to exporting is 
lukewarm and who have up to the present sold only 
in the home market. The letter, however, will serve 
a useful purpose in the steady and necessarily long- 
term effort to keep the need to export before British 
industry. 
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Allowances for Broiler Houses 
NS tax inspectors have been refusing capital 
allowances on broiler houses on the grounds that 


the intensive system of rearing chickens by this . 


means did not constitute ‘husbandry’. The Treasury 
has now announced an agreement with the British 
Broiler Growers Association Ltd, whereby agricul- 
tural allowances will be granted for income tax and 
profits tax purposes on broiler houses belonging to 
members of the association. 





This is My Life... 


by An Industrious Accountant 


CHAPTER 47 


HAVE had an unpleasant presentiment nagging 

me for the last few days — does history really repeat 
itself? I was remembering the old story about 
Benvenuto Cellini, the Florentine genius of the 
Renaissance – sculptor, metal worker, poet, writer, 
adventurer - whose works are today international 
treasures. One night he came upon three masked 
bravoes assaulting a helpless traveller, and rushed to 
the rescue, rapier in hand. He disabled two of the 
robbers and had the third back to the wall, when the 
coward panicked, threw down his sword and un- 
masked himself, revealing the face of the Duke of 
Florence, Cellini’s own liege-lord. What could a 
courtier do, whose fealty was his pride? Cellini 
returned the duke his weapon, and on his bended 
knee asked pardon for his lése-majesté. 

Last week the deputy chairman and I were down 
in the new wing late one afternoon, looking over some 
unfinished rooms, when we heard a sudden scuffle. 
There, scrambling up from the floor, was a skinny 
young apprentice, bare-armed and open-necked, who 
had been taking a surreptitious rest behind the wall. 
A luridly-covered magazine and a packet of cigarettes 
were beside him. He ducked his head low and bolted 
for the door. 

The deputy chairman is husky, a tall thickset man 
of outdoor habits, and he got the lad by the arm in a 
grip of steel. 'Steady now', he said, cheerfully enough, 
"what's going on here?’ We both saw the old papers 
and cigarette ends which betrayed a regularly used 
hideout. . 

The apprentice said nothing, but he suddenly 
kicked out viciously and broke loose with a quick 
twisting lunge, in obvious blind fright. The director 
received the. kick on the shin most painfully, but he 


grabbled again and got the struggling lad by the 
collar. Then he suddenly lost his temper. He hit 
the boy across the face, once, twice, hard, with his 
open hand, just before I interposed to catch his 
swinging arm and say sharply ‘Hold it’. It was a 
confused picture for a moment. 


The deputy-chairman recovered quickly, though 


his face was flushed and his lips taut with the effort. ^^ 


*You're Johnny Smith,’ he said. ‘You can go back 
to work now and I'll talk to you later,’ and the appren- 
tice went off with a white, shocked face. The D.-C. 
looked at me inscrutably, but I could see the pulse 
beating in his temple. "This could be rather awkward, 
you know, I said non-committally. "We'd better 
consider it carefully.' In fact, I could see most 
unpleasant possibilities ahead, and a talk with our 
solicitor seemed to be the first essential step. We have 
a union, too, whose members are by no means 
distinguished for their lamb-like reactions to the most 
insignificant infringement of their rights. In fact, 
they're a very militant bunch of boys indeed, and 
this little skirmish could easily spark off an explosion. 
My director said curtly that he'd talk about it in the 
morning, and went off abruptly. 

That evening, Johnny's father came to see me 
privately, a quiet elderly little man, with the patient 
dignity that decades of hardship had bred in him. 
‘Tm sending Johnny to his uncle in London to- 
morrow,’ he said. “You won't see him again. He's a 
good boy and the uncle has wanted him in his business 
for a long time.’ He paused, adding with his first 
touch of bitterness, ‘And I’m not seeing our lawyer 
about this afternoon, as I could.’ 


So the episode was closed. I’ve said nothing to the 
other directors about it, nor to anyone else, as I feel 
it should be confidential, and I can’t let down the 
D.-C. But I'm not sure that he has the same feeling. 
There seems to be an undercurrent of rumour going 
round, and men in the works are eyeing me oddly, as 
if Ра mishandled the boy. Could my director have 
talked, and put the blame on me? Would it be better 
to tell the managing director at once? 

Oh yes, the end of that story about Cellini? The 
duke took back his sword . . . and promptly stabbed 
the sculptor with it. That's one way of silencing a 
witness. I wonder, is there a moral here somewhere? 
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AN UNIQUE SERVICE 


TO ACCOUNTANTS FOR THE USE OF THEIR OWN CLIENTS AND OF 
PARTICULAR INTEREST TO ACCOUNTANTS IN CASES OF 
RECEIVERSHIPS AND LIQUIDATIONS 


i 


Unless handled on an extensive scale and in a specialized manner the collection of instalment credit 
payments is a complicated, laborious and unremunerative task. We specialize in the efficient and 
economic handling of instalment credit accounts on behalf of Accountants. 


Our Group of Companies offer to undertake the Management, Accountancy and collection of any 
number of instalment credit accounts: whether Hire Purchase, Budget, Credit Sale, Rental or 
straight credit accounts, 


The Group can undertake, on your behalf, to investigate and evaluate any number or type of 
credit instalment agreements and can evaluate your client company’s total instalment accounts and 
classify them and also offer an assessment of the cost of recovery in each class. 


We have a full understanding of the law and of all documentation regarding instalment selling, 
whether by block discounting, direct collection or any other method. We have a large specialized 
and salaried staff and fleets of our own motor vans and motor-cars and can interview customers in 
any part of the country to verify or repudiate any individual Agreement in dispute or to verify title 
and can service or arrange for the repair of goods the subject of any Agreement, to enable 
disputed accounts to be brought on to a paying footing. 

We can arrange for our own salaried staff to repossess and dispose of any goods where an individual 
account appears to be in jeopardy. 

We have our own Legal Departments on our own premises and can pursue each account to its 
end in the name of your Client or in our own name and when we have exhausted normal collections 
through the Courts, can arrange for the instant sale for cash of the residue of bad accounts or accounts 
of long-term anticipation, thus allowing a Receivership to be wound up or a Liquidation to be 
completed. 

Our Organization can handle upwards of 100,000 separate instalment accounts at any one time 
and our own Legal Departments upwards of 2,000 separate cases. 

We are able to provide from our own resources immediate liquid funds to any amount in antici- 
pation of collections, should this be necessary. 

We have, in our Organization, the machinery for the complete control and collection of instal- 
ment accounts in every phase. 

In other words, we are specialists and are well equipped to relieve Accountants of the compli- 
cated and burdensome collection of instalment accounts. 

If you would like to know more of what we can do and how we do it and what our services 
cost write to us on your professional heading for our booklet. You will find it interesting reading. 


THE HAYES GROUP 
125 GREENWICH HIGH ROAD, LONDON SE10 
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~ 
Mechanise your payroll 
accounting with ADDO X 
@ FOR ONLY £220 
ee „~ 
THIS IS THE TURNING POINT Those extra entries per employee are the final argument in 
favour of mechanised accounting and REMINGTON provides it with Payroll on the 
ADDO-X range of machines from as little as £220. 
NO SPECIAL MACHINE TRAINING A simplified keyboard combined with automatic function 
control makes these machines simple and fast. The office junior can learn to operate 
the ADDO-X in 5 minutes flat! 
A COMPREHENSIVE RANGE of Payroll systems incorporating the new Government Pension 
Scheme is offered. 
UNIQUE 4-SIDED PROGRAMME BAR provides facilities for additional applications such as 
Ledgers, Stores Accounting etc. at no extra cost. 
AD DO X most sensational development to date in low-cost mechanised accounting by 
Memingtorn land 
172. > 


To Remington Rand Ltd., Remington House, 61/65 Holborn Viaduct EC1. CEN 1010 





FILL IN 


| Ц Please send me your folder " The New Government Pension Scheme”. | 
THIS COUPON L] Please arrange for a demonstration at our office. Tick whichever Is applicable | 
| NAME —-— ——— ——— | 
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Finance and 
Commerce 


Keeping Afloat 
HIS week's reprint of the accounts to June 3oth, 
1960, of The Aviation & Shipping Co Ltd shows 
the effect of the shipping industry’s recession on the 
relatively small concerns in the tramping trades. 

During the course of the year covered by the 
accounts, three ships were sold; the three remaining 
ships, two of which were built in 1941 and the other 
in 1942, are profitably engaged. ‘Provided they steer 
clear of trouble,’ observes Mr Noel Purvis, the chair- 
man, in his speech circulated with the accounts, ‘the 
results for the year ending June 30th, 1961, should be 
satisfactory.’ 

So much for consolidation during a period of 
recession. Taking a longer view, the board have 
decided to build a new ship rather than buy tonnage 
on the market, and it is in the financing of this new 


ship – а dry cargo diesel vessel of about 11,000 tons _ 


deadweight for delivery in December 1961 ~ that the 
main interest in the accounts lies. 


Option Term 


Finance needed for the new building has been 
arranged and a substantial proportion of it will be 
made available through the Ship Mortgage Finance 
Co Ltd and associates. Mr Purvis explains that one 
of the terms of the loan was the granting of an option 
to the lenders to subscribe at par at any time up to 
June 30th, 1972, for not more than 266,666 ordinary 
tos shares in the company.  . 

The board accepted this condition since, in the 
event of the option being exercised, the capital sub- 
scribed by the lenders *would be treated as being in 
satisfaction pro tanto of the company's indebted- 
ness’, The granting of this option was fully within the 
powers of the directors and legally no confirmatory 
resolution by the shareholders is required. 

If the option is exercised, however, a quotation 
will be sought for the shares issued and, since the 
number of shares under option is substantial, the 
Council of the Stock Exchange consider that share- 
holders should be asked to confirm the directors' 
action. A resolution for the approval and ratification 
of the board's proposals is accordingly to be put to 
shareholders at the annual meeting on October 28th. 


Protecting the Name 


N the accounts of Parker-Knoll Ltd, the furniture 
group, goodwill, patents, trade-marks and trade 
name stand at a nominal £1, but Mr С. Н. Jourdan, 
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the chairman and managing director, shows in his 
statement that the board are very much alive to the 
need to protect the trade-mark position in an industry 
where names are important. The company has taken 
legal action to safeguard the name 'Knoll'. 


The action concerned an American company selling 
furniture and textiles whose name in the U.S.A. 
included ‘Knoll’. When the American company 
started trading in Britain the directors of Parker- 
Knoll considered that this would cause confusion, 
and legal proceedings were started to ensure that 
‘Knoll’, as applied to furniture and textiles, was used 
in this country only when referring to goods marketed 
by the Parker-Knoll group. In the Chancery Division 
of the High Court favourable judgment was given to 
Parker-Knoll on all counts. The defendants, Mr 
Jourdan states, are now taking the case to the Court 
of Appeal, whose decision, it is hoped, will be 
obtained during the next few months. 


Tangled Skein 


UALIFICATIONS by the auditors in their 

report to shareholders in The Honywood Hotels 
Ltd provide another indication of the tangled skein 
which will have to be unravelled before the affairs of 
the State Building Society and the Jasper group of 
companies are sorted out. The Honywood company’s 
accounts are those for the year to April 30, 1959, 
but the auditors’ report is dated September 21$, 
1960. Chairman of the company is Mr H. O. Jasper. 
Mr F. Grunwald resigned his directorship on 
September roth last. 

The qualifications concern events after the end of 
the financial year. “The following transactions have 
taken place since April 30th, 1959’, the auditors state: 

(а) On June 29th, 1959, a payment of £20,000 was 

made by the company to Messrs Harewood & 
Co, solicitors, "but we have been unable to 
obtain from the directors any information 
regarding the purpose for which this payment 
was made'; 


(b) On June 23rd, 1959, various properties owned 
by subsidiaries ‘were mortgaged to the State 
Building Society to secure loans totalling 
£150,000. This sum was to be advanced to 
eleven companies which have since become 
subsidiaries of The Honywood Hotels Ltd. 
None of these loans has been received by any 
company in the Honywood Group and we have 
been unable to obtain any information from the 
directors as to the recipient of the advances or 
how they have been expended’. 


Two other statements are made by the auditors; 
one, that in addition to the mortgages mentioned, the 
company has guaranteed the repayment of the 
advances made by the State Building Society, and 
the other, that the company's borrowing powers are 
limited by the articles to £125,000, including amounts 
borrowed by subsidiaries. 
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1959 - 1959 
D £ £ Е Е £ 
SHARE CAPITAL AND RESERVES:— FIXED ASSETS:— > 
CAPITAL AUTHORISED: VESSELS—at Cost, after providing 
4,000,000 Ordinary Shares of іо. for Depreciation ... ves saa 800,000 1,773,153 
each MS „ £2,000,000 £2,000,000 
enue CURRENT ASSETS:— 
CAPITAL ISSUED: Sundry Debtors yk sis 17,026 29,517 
1,800,000 Ordinary Shares of m Open Averages ase 55,068 98,043 
each, fully paid ... m 900,000 900,000 Unexpired Insurances n 1,427 a 
REVENUE RESERVES: 
General Reserve ... 580,000 ~ Cash:— 
Less: Written off Vessels ‘realised 580,000 580,000 At Bank on Current 
—— — and Deposit Ac- 
Reserve for Future Income Tax... — 57,000 El E £246,760 224,611 
Undistributed Profits se — 25,823 14,630 Dur 246761 
925,03 1,551,630 —— — 320282 
MORTGAGES:— NOTE.—By the Companies (Shipping Com- 
Secured on certain vessels of fleet 79,167 316,666 panies Exemption) Order, 1948, the 
company. is exempt from disclosing 
M certain information relating to reserves 
CURRENT LIABILITIES: and provisions and changes therein and 
Trade and other Creditors and Be certain details of fixed assets and the 
penses Accrued Еау 77,388 99,308 depreciation thereof, and these Ас- —— 
Provision for Taxation 4,847 70,681 counts have been prepared accordingly. 
Proposed Final Dividend of 138. per 
Share, Net. ... — 11,250 - №. W. PURVIS у 
Unclaimed Dividends F 360 571 R. D. NATTRESS Directors. 
Open Voyage Accounts eee ies 32,697 75,229 
115,292 
£1,120,282  £2,125,335 £1,120,282 £2,125,335 
REPORT of the AUDITORS to the Members of THE AVIATION & SHIPPING COMPANY LIMITED 
We have audited the above Balance Sheet and annexed Profit and Loss Account, which are in agreement with the books of Account. Proper books of 
Account have been kept by the Company so far as appears from an examination thereof. We have obtained all the information and explanations which to 
the best of our knowledge and belief were necessary for the purposes of our audit, In our opinion and to the best of our information and according to the 
explanations given us, the said Accounts comply with the requirements of the Companies Act, 1948, and the Balance Sheet gives a true and fair view 
ot 118 state of the Company's affairs as at 30th June, 1960, and the Profit and Loss Account gives a true and fair view of che Profit for the year ended on 
that date, 
COPTHALL HOUSE, ЈОНА AVENUE, WILLOUGHBY, BINNS & COMPANY, 
LONDON, E.C.2 Chartered Accountants, 
12th August, 1960. Auditors. 
Le, 
THE AVIATION & SHIPPING COMPANY LIMITED 
Dr. PROFIT AND LOSS ACCOUNT for the Year ended 30th JUNE, 1960 Cr. 
1959 1959 
£ £ £ £ 
To Administration Charges 1,289 1,756 Ву Profit on Trading, gin providing | for Repairs and 
„ Audit Charges 5s 300 400 Surveys -. 83,499 203,610 
„ Managing Director's ВА 228 312 
» Interest on Mortgages 14,678 25,696 
» Legal Charges dw 18 1,471 
„ Balance, carried down ase 66,986 173,975 
£83,499 £203,610 £83,499 1203,610 
£ £ £ £ 
To Depreciation ET aes в.. 49,730 50,000 Ву Balance brought down 66986 173,975 .Ț 
» Provision for Special Suy. der 20,000 — » Balance brought forward as at Ist July, 1959 14,630 57,056 a 
» Interim Dividend of 6d. per Share, Net — 45,000 n Interest Received TM 6,076 7617 ' 
» Proposed Final Dividend of lid. per Share, Net — 11,250 » Transfer Fees wae 138 181 
» Proposed Directors’ Emoluments 2,000 2,000 » Reserve for Taxation no lengst required 9,723 14,051 
» Transfer to General Reserve — 130,000 
» Balance carried forward 25,823 14,630 
| £97,553 £252,880 £97,553 £252,880 
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CITY NOTES 


EE-SAW conditions continue in the stock- 

markets. The worst that any commentator can 
try to do under such circumstances is to attempt to 
explain why two days of falling share prices should 
be followed by three days of improvement during a 
five-day period in which there has been no obvious 
change in the factors underlying the market. 

The fact of the matter is that there is no decided 
overall trend so far as industrial equities are con- 
cerned. Store shares, for example, have risen strongly 
because of handsome company news from groups 
such as United Drapery, Boots and Debenhams. 
Steel shares, on the other hand, have been under 
pressure because of fears that the motor industry's 
recession will affect steel demand and because the 
lack of orders from the oil industry means short 
time working for Stewarts and Lloyds. 

Certainly the stock-markets received no change 
out of Scarborough. The Chancellor made it clear 

t talk of easier credit is, to say the least, premature. 
Naturally, however, there is the view that credit 
conditions must be eased sooner or later and if there 
is any discounting of that prospect it is in the im- 
provement in the gilt-edged market and in fixed 
interest stock prices generally. 

Very heavy oversubscription of the /20 million 
L.C.C. loan was an obvious indication of the extent 
of demand for high yielding trustee stocks. At the 
same time, heavy industrial rights offers continue 
to be supported to the hilt and investors who have 
kept funds in reserve for the support of new offers 
now have ample opportunity for reinvestment. 
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RATES AND PRICES р 
Closing prices, Wednesday, October 19th, 1960 
Tax Reserve Certificates: interest rate (29.6.60) 34% 


Bank Rate 
Sept. 19, 1957 7% Aug. 14, 1958 42% 
Маг. 20, 1958 6% Nov. 20, 1958 4% 
Мау 22, 1958 54% Jan. 21, 1960 5% 
June 19, 1958 5% June 23, 1960 6% 
Treasury Bills 
Aug.12 £5 115 5:850% Sept. 16 £5 10s 2'144% 
Aug. 19 £5 11s 8:784% Sept.23 £5 9s 10:254% 
Aug. 26 £5 11s 9'054% Sept.30 £5 115 3°65d% 
Sept. 2 £5 11s 933d% Oct. 7 £5 115 3'524% 
Sept. 9 £5 10s 2:26d% Oct.14 £5 9s 6:354% 
Money Rates 

Day to day 43-52% Bank Bills 
7 days - 5-5% 2 months 58-5 8% 
Fine Trade Bills months 58-5 85% 

3 months 63-7% 4 months 58-5 1196 

4 months 63-7% 6 months 5$-5196 

6 months 63-74% 

Foreign Exchanges 
New York 2:81 4-1 Frankfurt 11°734-4 
Montreal 2:75—% Milan 17451-$ 
Amsterdam 10:601-$ Oslo 20'03%—'04% 
Brussels 140:201—211 Paris 13:811—82 
Copenhagen  19:351-$ Zürich 12'12%–% 
Gild-edged 

Consols 23% 45% Funding 4% 60-90 87 xd 
Consols 4% 684 Savings 24% 64-67 824xd 
War Loan 33% 624 Savings 3% 55-65 89 
Conversion 34% 60} Savings 3% 60-70 7845 
Conversion 34% 1969 831 Savings 3% 65—75 16 
Exchequer 54% 1966 98} Treasury 23195 444 
Funding 3% 66-68 827 ‘Treasury 34% 77-80 7218 
Funding 3% 59-69 80% ‘Treasury 34% 79-81 71 tt 


Funding 32% 99-04 644% Victory 4% 





Electronics 


in the Office 


Second Computer for W. D. & H. O. Wills 


SECOND LEO computer, claimed to have the 
largest rapid-access store of any commercial data- 
processing equipment in the United Kingdom, has 
been installed at the offices of the W. D. & H. O. Wills 
branch of the Imperial Tobacco Company (of Great 
Britain and Northern Ireland) at Bristol. This is the 
first installation in the United Kingdom to have a data- 
processing system served by two large-scale computers. 
· The company's first computer commenced operation 
at Bristol in January 1959, and is concerned with the 
accounting, sales and order processing for its western 
sales region which covers an area from Blackpool to 
Cornwall, and includes 40,000 customers’ accounts. 
The first computer by itself is claimed to carry the 
largest load of invoicing and sales accounting of any 


data-processing installation in the country. All orders 
received at Bristol are processed by the computer 
before they are passed the same day to the warehouses 
for dispatch on that or the following day. 'T'his is an 
indication of the way in which the equipment has been 
tied in with the physical processes of a large manu- 
facturing and distributing organization. 

'The new computer will first extend the coverage of 
sales statistics already provided by the present one to 
embrace the whole of the United Kingdom. It will also 
produce for representatives in the rest of the country 
the same detailed records of customers! purchasing 
patterns over a several-months' period as the first LEO is 
already providing in the company’s western sales region. 


E.D.P. for Beecham Group 


N овом data-processing system manufactured 
by Ferranti Ltd has been ordered by the Beecham 
Group. The installation, with its associated input, 
output and magnetic-tape data storage equipment, will 
cost approximately £300,000 and will be installed at 
the company's head office at Brentford, Middlesex, 


. towards the end of 1962. 


'The system will be used for the production of sales 
and marketing statistics, and for invoicing, customer 
accounts and stock control. Data will be filed on high- 
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speed magnetic tapes, which will permit the files to be 
up-dated on a daily basis. 

Peripheral equipment in the installation will include 
six high-speed magnetic-tape units and also fast line- 
printers for data output’ The system is sufficiently 
powerful to deal with other applications and to cope 
with expansion. In addition, the computer has been so 
designed that its facilities can be easily extended if 
necessary. 

The computer at the heart of the data-processing 
system is a high-speed, fully transistorized machine 
with a time-sharing method of operation which enables 
several programmes to be run concurrently. 


Computer at Boots’ Head Office 


N all-transistor computer, which is capable of 
performing nearly 500,000 calculations a minute, 
recently commenced working in the Nottingham office of 
Boots Pure Drug Co Ltd. The computer — an EMIDEC 
1100, manufactured and installed by E.M.I. Electronics 
Ltd- is the largest single electronic data-processing 
system so far at work in British business. Its intro- 
duction follows two years of pilot experiment previously 
referred to in The Accountant of November 151, 1958. 

At present, the computer is processing all orders for 
photographic equipment from 1,300 branches, but will 
later deal with other classes of goods until it covers all 
the 60,000 different lines stocked in Boots’ warehouses. 
It will also keep a perpetual inventory of every one of 
these lines, showing how the stock stands at any given 
moment. 

In the company’s branches, orders for certain goods 
in frequent demand are placed by making a series of 
strokes with a pencil on a printed card. The card can be 
lined up with the stock book in which these goods are 
listed. All that needs to be written on the card is the 
number identifying the branch. The card is then fed 
into a machine which senses the graphite in the pencilled 
marks and punches a hole wherever a mark appears, at 
the rate of 100 cards a minute. For items in less frequent 
demand simplified forms are used on which all that 





The EMIDEC 1100 computer installation at Boots’ head office 
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needs to be written is the quantity, and a code identifi- 
cation of the item required. 

As the computer processes the order, each item is 
subtracted from the inventory which has been kept 
up to date by having information about fresh stocks fed 
into it every day. Where an item is out of stock the 
computer ‘remembers’ the order and automatically 
prints out further instructions as soon as the stock 
comes in. Orders are sorted out by the computer into 
warehouse bin sequence and an invoice is printed out 
by the computer which lists a full description of each 
item, and extends the price. It adds up not only the 
total of each order but the total value of the goods 
supplied to that particular branch to date. The dupli- 
cate of the invoice serves as instructions to the ware- 
house for assembling the order. 


Computers in Local Government 


EPRESENTATIVES from ten local government 
organizations attended a conference last May to 
consider the practical applications of computers in 
local government. The proceedings have now been 
published in a seventy-four page report by International 
Computers and Tabulators Ltd, price 10s post free. 
The report opens with a comprehensive survey by 
Mr M. C. Beasley, B.SC.(ECON.) A.I.M.T.A., A.S.A.A., 
Assistant County Treasurer, Nottinghamshire County 
Council, of the ways in which local government 
treasurers have so far used computers. This is followed 
by a series of papers showing how computers might 
assist particular officials, including the surveyor, by Mr 
J. H. H. Wilkes, B.SC., M.I.C.E., M.I.MUN.E., A.M.T.P.I., 
County Surveyor, Somerset County Council; the 
medical officer of health, by Dr С. S. Wigley, M.R.C.s., 
L.R.C.P., D.P.H., Deputy County Medical Officer of 
Health, Middlesex County Council; the transport 
manager, by Mr H. Kemball Greaves, F.S.A.A., F.I.M.T.A., 
A.A.C.C.A., chief accountant, Manchester Corporation 
'Transport Department, and the education officer, by 
Mr G. H. Grattan-Guinness, B.SC., B.A., A.K.C., deputy 
chief education officer, Huddersfield Corporation. 
Finally, there is a survey of 
current developments in the 
computer industry by Mr 
G. J. Morris, B.SC., A.R.C.S., 
D.I.C., deputy manager, 
computer applications, In- 
ternational Computers and 
Tabulators Ltd. 


The computer study 
group, which organized the 
conference, was set up in 
1957 on the initiative of the 
British Tabulating Machine 
Co Ltd (now International 
Computers and Tabulators 
Ltd). It consists of repre- 
sentatives of the corpora- 
tions of Birmingham, 
Brighton, Cardiff, Kingston 
upon Hull, Manchester and 
Southend-on-Sea, and the 
county councils of Mid- 
dlesex, Nottinghamshire, 
Somerset and the West 
Riding of Yorkshire. 
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Why stick to 
outdated methods ? 
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sk Whether you аге ‘in’ or ‘out’ of the Graduated 
Pension Scheme, you still have to stamp your 
employees’ Insurance Cards 


For 100% control 
and security 


јпе°роѕї 


insurance Franking Machine 


install a neopost 


More than 3,000,000 cards are franked by 
Neopost Machines every week—infallibly! 


* The new scheme starts in 5 months 


RONEO-NEOPOSTLTD - LION HOUSE · RICHMOND · SURREY · TEL: RICHMOND 0131 
TBW 37 
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GEORGE BERNARD SHAW realized late in 
| life what he owed to his old governess and 
| acknowledged that it was she who had taught 
| him all that а child was capable of learning 
before he went to school. Stung by this realiza- 
tion, he gave instructions to his bankers to pay 
an annual subscription to the G.B.I. with the 
| caveat that it should be ‘not too generous соп- 
sidering the magnitude of his crime’. 


At the present time, of each pound contributed 
| to the G.B.I. about 7s is spent in pensions and 
| cash grants for specific purposes, 8s in pro- 
| viding homes to suit the needs and pockets of 
its beneficiaries, and 2s 6d in giving personal 
service in many ways. For many a governess 
and private school teacher about to retire, 
the G.B.I. is a good insurance against old age. 





_ typewriter || GOVERNESSES’ BENEVOLENT 
| INSTITUTION 
(for the benefit of Governesses and private teachers) 


ои оте Dpewnter 39 BUCKINGHAM GATE, LONDON, SWI 


erial. ‘Good Companion’ portables 






епа! Special Purpose machines - 
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MANAGEMENT CONFERENCE AT HARROGATE 


Finance in its many aspects was discussed by industrial 
and business leaders attending last week’s conference 
of the British Institute of Management at Harrogate. 
We summarize below some of the interesting papers 
which were presented. 


Use of Financial Resources 


In a paper on planning and controlling an efficient use 
of financial resources, Mr S. J. Elliott, F.c.a., director 
of finance, Ford Motor Co Ltd, said that after con- 
sidering various alternative interpretations ranging 
from telling the managing director how to do his job 
down to a detailed procedure for looking after the 
spare cash, he came to the conclusion that the most 
appropriate and the most useful approach to the sub- 
ject would be from the simple and unequivocal stand- 
point of maximum profitability. 

‘Profitability,’ he stated, ‘may be distasteful, almost 
a dirty word, in these days when the pursuit of private 
profit is regarded by some as an ignoble pastime, but 
we unashamedly state it as the primary aim and best 
yardstick of efficiency in competitive business’. 

To say that profitability was the primary aim in 


business, however, did not mean that it should be 


considered the sole criterion in management decisions. 
At times, sheer profitability must take second place to 
employee welfare, to national interest or to public 
susceptibility. Such occasions were a matter of judg- 
ment and experience. 

In defining profitability, Mr Elliott suggested that 
the most realistic measure was the return on total assets 
employed. Percentage profit margins were useful 
guides in day-to-day work but they had to be rejected 
as a true measure of efficiency; they did not take 
account of sales volume nor of the financial resources 
deployed. The return on net worth — that was profits 
related to fixed assets plus net current assets — was 
sometimes used but it had the shortcoming of ignoring 
a proportion of the assets which were at the disposal of 
management. The realistic way to measure efficiency 
was to consider the use made of all the assets which 
were available to generate profits. This meant that all 
current assets had to be brought into account, including 
those financed by current liability as well as those 
financed from more permanent sources. 

The efficiency formula was therefore the percentage 
which profit before tax bore to total assets employed. 
Profits before tax was used rather than profit after tax 
so that efficiency at different points of time could be 
compared without the complication of changing tax 
rates. Discussion resolved itself into ways and means of 
maximizing this ratio. Continuing, Mr Elliott said: 

*In a small concern it may be possible to achieve optimum 
results by the exercise of judgment on the part of a single 
experienced and astute man, but in a large concern in a 
highly competitive world, affairs are so complex and 
implications so numerous that they are beyond the unaided 
comprehension of one man, or even a small body of men 
forming the top management of the company. Assistance is 
needed to distill a mass of facts and possibilities into, as 
far as practicable, a choice between a small number of 
alternative courses of action. 

“Modern financial techniques can provide management 


with such assistance. It is no more than assistance — there 
is no claim that they can be a complete solution of manage- 
ment difficulties. Commercial judgment, or even “hunch”, 
is still required. The object of the finance function in a 
company should be to reduce this area of ultimate guess- 
work to a minimum.’ 

Mr Elliott pointed out that there was no single 
technique which provided the answer — unless an 
intelligent analytical approach could be called a 
technique in its own right. To explain what was meant 
by this general phrase ‘modern financial techniques’ 
Mr Elliott demonstrated by practical applications 
under four main headings. 

After dealing with the first two—annual profit budgets 
and longer range financial planning — Mr Elliott dis- 
cussed a permanent analytical service to management 
(which he described as the art of isolating the 
significant, determining the degree of accuracy required 
and avoiding unnecessary complications) and profit 
consciousness. 

On profit consciousness, he said that if profitability 
was to be maximized, the traditional yardsticks had to 
be modified. The ideal was for all operations to be 
measured in terms of profit rather than volume, speed 
or cost. This could be assisted by making the major 
areas of the company into self-contained ‘profit centres’ 
selling to each other at prices based as far as possible 
on comparable outside prices. This type of organization 
automatically ensured that a manager treated profita- 
bility as the prime consideration. 


The Accountant in Management 


In a paper on the accountant in management, Mr K. W. 
Bevan, Е.С.А., financial comptroller, B.O.A.C., said he 
recognized the need for conventions in accountancy, 
and he also believed ‘most firmly’ that the conventions 
employed were ‘most excellent and necessary’ ones. 
Nevertheless, a failure on the part of the accountant 
to recognize that they were conventions was the biggest 
single barrier between management and accountants. 
It resulted in a disbelief by management in the validity 
of figures presented by accountants and ultimately 
degenerated into management and accountants speaking 
two entirely different languages. Mr Bevan went on: 
‘An accountant, if he is to play an important part in 
management, must learn to speak the same language as 
management to see things as management sees things, 
without forsaking any of the accepted canons or con- 
ventions of his own profession. Unless and until the 
accountant can do that and put it into practice in the state- 
ments he presents to management, he will be unable to play 
an important part in the day-to-day management of industry.’ 
After giving examples from his own experience, he 
said that a professional training was not only adequate 
but was unsurpassed in teaching the accountant not 
only the techniques of his profession, but also a wide 
knowledge of industry and industrial practice. To be 
successful in this other task of relating cause and effect, 
he needed experience in industry which he could not 
gain during his professional training. 
"The training of an industrial accountant does not 
stop, therefore, when he passes his Final examination 
of the Institute of Chartered Accountants, nor could 
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it ever be expected to do so,’ said Mr Bevan. ‘It is in 
industry itself that he will learn what management 
expects him to give and managements have a respon- 
sibility to see that he does learn’. 


Pay Differentials 


Dr Elliott Jaques, social science officer, Glacier Metal 
Co Ltd, declared in a paper outlining an objective 
approach to pay differentials, that failure to regulate 
differential payment was one of the fundamental 
sources of disruption in modern industrial society. 
What was required was to supplant custom and practice 
by principle, or at least to give them a firm footing in 
principle; to bring the sophistication of rule of law into 
an area of social and economic life where rule of thumb 
largely prevailed. 
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Dr Jaques argued that the application of principle to 
the resolution of the problem of pay differentials called 
for the recognition of one fundamental notion: equity 
demands that a man be rewarded for the level of work 
he is employed to do. How much any given section of the 
population should receive in wages or salaries could not 
be equitably settled by reference to productivity, or 
efficiency, or profitability, or strength of union organi- 
zation, or capacity of an industry to pay. It was the 
responsibility of those who directed an enterprise to 
ensure that its work was organized efficiently, and to 
determine what work it could afford to undertake — in 
the case of a nationalized industry, what services the 
country could afford — while yet rewarding its em- 
ployees at the currently equitable level for the work 
they performed. 


CQ. Ack. B.S: 


Chartered Accountants Retirement Benefits Scheme 


This scheme has now been in operation since June rst, 1957, and reproduced below are the third published 
accounts covering the year ended May 31st, 1960. Reference to them is made in a Weekly Note on another page. 


Income and Expenditure Account for the year ended May 31st, 1960 


























1959 1959 
£ £ £ £ £ £ £ 
ВЕМЕРТТ5 MEMBERS' CONTRIBUTIONS M Apr » 3 
ZU MA de E pee e rei miner - 301 еу лаһ Море 
417 | Contributions returned on death .. 1 1 108 1050 1000 
— SectionA .. .. 176,155 251,772 75,617 
574 1,332 SectionB ...- ze nce се — 24134. 52887 18:753 
571 Less Claims on insurers .. А x * 3 Ѕесіоп С  .. id x. A 4,800 7,25 2,425 
— — Section D ..  ..  ..  .. 100,90 150,846 49,956 
3 Interest borne by the scheme $ s ~ 2 ——— 
123,548 £315,979 £462,730 146,751 
ADMINISTRATION EXPENSES 
926 | Scheme secretaries’ remuneration .. CE А 121,401 Less Premiums to insurers P ее 144,042 
7,000 | Services of Institute staff os " $a 750 —— 
12| Professional charges Me 7 ès i 10 2,147 Commission earned and retained .. 2,709 
ATQ а лазу ee Sa Erie wey r ap 250 
28| Printing and stationery t = v» .. 35 450 Deposit INTEREST 391, 
2,239 3,140 
355 Balance, being excess of income over expenditure — .. — BALANCE, being excess of expenditure over income .. 42 
£2,597 £3,142 £2,597 £3,142 
Balance Sheet – May 315, 1960 
1959 1959 
£ E = £ £ £ 
LiaBiLITIES CURRENT ASSETS 
The ui e of Chartered Mom in аыл Debtors Е је сва. окр тоа 235 
5,000 Wales . : 4,750 Deposits - v» t. E = .. 20,000 
— CAE E SS. current account | 253 Bank balance .. is >x e 21,747 
33,314 mE Re UN 5 m CA piens ie t 
vd uti Р 
302 | Other creditors 1,600 ET a ae 
Contributions i in ране ks payments ‘thereout 35,377 41,982 
13 to insurers 15 
27 INrriAL Expenses Es aa 5,140 
38,6 45,276 Less Excess of i WEE oe древне 1.888 
Balance at st, .. Id 
low of Chartered Accountants Trustees Ltd as Less Deficit for year to date РЕ 42 
——— 1,846 
Р. V. Ковевтѕ 8 3,252 — 43,294 
DoucLas A. CLARKE }Directors * ^ | 
£38,629 £45,276 £38,629 £45,276 





Report OF THE AUDITORS TO THE TRUSTEES OF THE CHARTERED ACCOUNTANTS RETIREMENT BENEFITS SCHEME 


We have examined the above balance sheet and income 


and expenditure account which in our opinion respectively give a true and fair view of the 


state of the Scheme's affairs as at May 31st, 1960, and c and of its income and expenditure for the year ended on that date. 


July 27th, 1960. 


L. W. BiNcHAM 
Leonard PELLS 


Chartered 
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The Chartered Accountants Employees . 


Superannuation Scheme 


THIRD REPORT OF THE COMMITTEE 


The contributions receivable in the year ended May 
3151, 1960, amounted to £62,273 compared with 
£55,446 for the previous year. Members contributing 
to the Scheme as at May 31st, 1960, totalled 810 and 
the number of firms participating was 160. In addition 
to contributing members, twenty-one members who 
have left the service of participating employers have 
retained paid-up pension rights in the Scheme. The 
detailed figures are as follows: 


Males Females 
Total contributing параван dia at 





May 31st, 1959 s 5 608 92 
TEN Entrants а the year to May 3190, 
N тобо . IQI 25 
799 117 
Less 
Withdrawals обаа. 0 damig 
the year Я 96 10 





Total contributing membership at 
May 31st, 1960 5 РА .. 703 107 


Total number of members retaining 
rights in the scheme but whose 
contributions have ceased z 20 I 








Total number of members at May 31st, 
1960 vs sis as .. 923 108 














The large majority of the withdrawals during the 
„~ year arose through members leaving the service of 
participating firms; refunds of contributions were 
made to members amounting in total to £2,307 and 
the contribution suspense accounts of the participating 
firms were credited with the appropriate amounts 
under the provisions of Rule 15. 
The death benefits payable during the year, includ- 


Office with which a proportion of the death benefit 
under the Scheme has been reinsured. 

The number of new entrants to the Scheme during 
the year was only slightly less than that of the pre- 
ceding year. This is an encouraging position but it is 
hoped, nevertheless, that members will continue to 
bring the advantages of the Scheme to the notice of 
their colleagues in the profession, in particular the 
right of transfer which, as between participating 
firms, provides a means by which employees can 
continue to secure pension rights under the one 
Scheme. 

The past year has seen the introduction of the 
National Insurance Act, 1959. This Act makes 
provision for graduated pension benefits in addition 
to the existing basic pension and for this purpose a 
graduated scale of contributions for both employer and 
employee is laid down, with the maximum contri- 
butions based on weekly earnings of £15. For those 
employers who have a suitable private pension scheme 
for their employees and who do not wish to super- 
impose thereon the graduated part of the State scheme, 
provision is made in the Act for ‘contracting out’ of 
that part of the scheme. Consultations have taken 
place with the Registrar of Non-participating Employ- 
ments and the Trust Deed and Rules of C.A.E.S.S. 
have been altered to permit firms to contract out if 
they so desire. An explanatory booklet has been issued 
to all eligible practising firms of members of the Insti- 
tute, whether or not participating in C.A.E.S.S., as 
these arrangements are of interest in that they provide 
a means of contracting out without the necessity of 
individual negotiations with the Registrar. 

Mr C. H. Pittman retires from the Committee under 
clause 25 (1x) of the Trust Deed and is eligible for 
re-election. 








ing the return of contributions with interest, amounted R. W. L. ЕКЕ, 
to £2,108 part of which was recovered from the Life Chairman. 
Fund Account for the year ended May 31st, 1960 
7959 7959 
£ £ £ £ £ £ & 
ВЕМЕҒІТЅ 55,446 CONTRIBUTIONS . Зи wee | 44 E 62,273 
Eip sam dd а та саво tes MD 2,382 | Les Withdrawals. eo we 5,343 
Уа OD Ins urere iss s is y 105 Income tax relative thereto — .. «. 223 
— Proportion borne by the scheme  .. va s 1,508 902 Reinsurance of death risk ds . 588 
ADMINISTRATION EXPENSES 3,389 6,154 
Scheme secretaries’ remuneration .. ze e 1248 52,057 56,119 
Services of Institute staff .. wh га vis 250 
Ux ae rci cherges ee ка A n 2 Investment Income 
аса TEES T ee d E» jx ЧЕ Gross .. n z> m FA ne .. 4,447 
Audit fee ; ai A Es d 220 Tess Irecoverable income tax .. " P 655 
Printing and stationery Ка ee e M 106 7,755 —— 3792 
undries 55 се Sa ra ES 33 у | 
2,498 2,159 
51,314 BALANCE, transferred to Accumulated Fund e 56,244 
£53,812 £59,911 £53,812 £59,011 
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Balance Sheet — May 31st, 1960 
1959 1959 
£ £ £ 
ÁccuMwULATED FUND ө - : 62,727 INVESTMENTS at cost per schedule... — .. 117,418 , 
Balance at May 31st, 1959 . .. 69,03! (£78,331) (Маке value at May 31st, 1960, £150,224) 9 
dd Balance of fund account for the year .. 56,244 - 
69,031 ——— 125275 
Current Assets 
Савап сив —| CARBS. current account ; 253 
Beneficiaries .. oe e te we = 845 — | Prepayments .. Я í 73 
Other creditors i. EN " a s 765 52 Debtors T . 323 
Contributions in advance .. —..  ..  .. 25 3165 | Contributions receivable 3.268 
Contributions in suspense... 96 e vs 750 5,450 ances € ,400 
-A.R.B.S. current account 
— | 9,135 10,317 
2 
uid 4,675 INITIAL Expenses 4,675 
Dererrep ЇлАВИЛТУ 
Loan Hom dks riu of Ced Baise 
in England and Wales to meet initial expenses whic! 
4,750 thn дах intend to repay heer nu surplus fonds s 4750 Соин of Chartered Accountants Trustees Ltd os 
P. V. Roserts Е 
Note: The first actuarial valuation sd us Fund is due Doucras A. CLARKE } Directors 
to be made not later than July 1962 
Ou £132,410 £76,537 £132410 
^ 
REPORT OF THE AUDITORS TO THE TRUSTEES OF THE CHARTERED ACCOUNTANTS EMPLOYEES SUPERANNUATION SCHEME 
We have examined the above balance sheet and fund account which in our opinion respectively give a true and fair view of the state of affairs of the 
Fund as at May 31st, 1960, and of the relevant transactions for the year ended on that date, 
L. W. Виченам V Chartered 
July 27 th, 1960. ТЕОМАКО Accountants. 
Schedule of Investments May 31st, 1960 
Middle Market 
1959 Holding Cost Value 
£ Freep Inreresr = £ £ £ 
4,990 34 per cent Funding Stock, 199922004 .. .. У о > =- #7500 4,990 5,137 
2,966 Associated Electrical Industries Ltd, 6 per cent Debenture Stock, 1978-83 РЕ eS.  £3000 2,966 3,015 8152 
VARIABLE DIVIDEND | 
Banking and Insurance al 
2,965 Commercial Union Assurance Co Ltd 5s shares .. eT UEM 1,300 2,965 3,737 
3,245 Eagle Star Insurance Co Ltd Ordinary 10s Shares и аи (ta ^ .. 1,800 4,082 6,406 
5,015 National Provincial Bank Ltd £I Shares .. — .. .. ке a 1,600 5,015 12002 6,240 16,383 
Investment Trusts 
4,406 Anglo-American Securities Corporation Ltd Ordinary 5s Shares 6,000 4,406 6,300 
4,895 Atlas Electric & General Trust Ltd Ordinary Stock .. 4. .. #2142 4,895 10,185 
— Continental Union Trust Co Ltd Ordinary 5з Shares... E "m A 3,500 4,952 4,652 
— Edinburgh Investment Trust Ltd Deferred Stock REL cubo ә . £3,000 . 5,272 5,500 
4,037 English & Caledonian Investment Co Ltd Ordinary 5s Shares 5,500 4,537 6,737 
— International Investment Trust Ltd Ordinary 5s Shares . : 6,000 7,782 7,285 
— Lake View Investment Trust Ltd Ordinary Stock 5: .. £1,250 6,229 5,838 
441 London Trust Co Ltd Deferred Stock | £1,500 441 6,600 
5,561 Realization & Debenture Corporation of Scotland Led Deferred Stock Я £1,125 5,561 8,100 
~ Scottish Western Investment Co Ltd Ordinary Steck .. D 55 б ds £900 4,956 5,715 
5738 Sphere Investment Trust Ltd Ordinary £1 Shares .. E" PE 2,000 5,138 8,875 
4,998 "Trustees Corporation Ltd Ordinary Stock vx 2 du P Я £1,500 4,998 9,300 
5,278 United States Debenture Corporation Ltd Ordinary Stock "e - e o 23.000 5,278 8,250 
— Witan Investment Co Ltd Ordinary 21 Shares .. .. .. 55 1,300 4,878 4,420 
—— 3725 97,757 9 
Industrial 
– Great Universal Stores Ltd ‘A’ Ordinary Stock . xe sé E ge . ^ £475 3,916 4,655 
2,955 Imperial Chemical Industries Ltd Ordinary Stock afe РА ve E £2,000 2,955 6,100 
– Imperial Tobacco Со (of Great Britain & Ireland) Ltd Ordinary Stock a £2,300 7,961 7,690 
1,867 Shell Transport & Trading Co Ltd Ordinary Stock .. "m M e ae ss £600 3,993 4387 
– Stewarts and Lloyds Ltd Ordinary £1 Share Sey AE. "m. Gao (ca. tea” ous 2,000 5,282 5,100 
TORUM Ng eerste T —— Jg e o 
£62,727 £117,418 £150,224 
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Notes and Notices 


PROFESSIONAL NOTICES 


Messrs ALLEN, ATTFIELD & Co, Chartered Account- 
ants, announce with regret the sudden death on 
September 30th, 1960, of their partner, Mr Henry A. 
Owen, F.C.A., who had been with them for many years. 
The practice will continue under the same name, in 
association with Messrs FITZPATRICK, GRAHAM & Со, 
Chartered Accountants, at 95А Chancery Lane, 
London, WC2. : 


Messrs Hupson Ѕмітн, Briccs & Co, Chartered 
Accountants, of St Giles House, 11 Quay Street, 
Bristol, 1, and London, announce that Mr C. F. M. 
HAWKINS, А.С.А., who has been with the firm in 
Bristol for nineteen years, has been admitted a partner. 


Messrs PARKER, EDWARDS & Co, Chartered Account- 
ants, announce that their address is now 102 Scotch 
„Street, Whitehaven. 


^ Messrs C. S. THOMAS, STREDDER & Co, Chartered 

Accountants, announce that their main offices and the 
address for all communications is now 25-27 High 
Street, Solihull, Warwickshire. Telephone Nos: 
Solihull 4815-6. An office is being retained at 5 St 
Philip’s Place, Birmingham, 3 (by appointment only). 
The office at Guild Chambers, Scholars Lane, Strat- 
ford on Avon (telephone 2082) is also being retained 
as hitherto. 


Messrs Woop, ALBERY & Co, Chartered Account- 
ants, announce that their partnership, having termi- 
nated by effluxion of time on September 30th, 1960, 
as from October rst, 1960, Messrs H. E. Monson, 
F.c.A., E. S. D. Bavin, F.c.a., and P. S. HawkINGS, 
F.C.A., will continue under the style of Woop, ALBERY 

~ & Co, at 40-42 Copthall Avenue, London, EC2, and 
Mr L. К. DoNE, Е.С.А., will practise in tbe name of 
Done, Barnes & Co, from r1o Finchley Road, London, 
NW3. 


Messrs Morcan Davies, PHELPS & Co, of 29 Great 
George Street, Bristol 1, announce that Mr Носн A. 
DAVIES, A.C.A., was admitted a partner on October 6th, 
1960. 


Appointments 
Mr E. A. W. Kempson, F.C.A., chief accountant of the 
Westbourne Park Building Society, has been appointed 
assistant manager and assistant secretary of the Society. 


Mr H. Sutherst, F.c.a., has been appointed a director 
of Perfecta Motor Equipments Ltd. 


Mr Donald Е. E. Browne, F.C.A., has been appointed 
a director of Merritt & Hatcher Ltd. 


; Mr T. D. Ingham, r.Cc.4., has been appointed 
A secretary of the Bleachers' Association. 


Mr C. T. Busch, Е.С.А., has been appointed group 
chief accountant of the BSA Co Ltd. 


Mr C. E. M. Hardie, O.B.E., Е.С.А., has joined the 
board of W. Wood & Son Ltd. 


. Mr A. V. Caddick, F.c.a., has been appointed а 
;director of British Oak Insurance Co Ltd. 


Mr A. H. Holmes, A.C.A., has been appointed secretary 
of Richard Sutcliffe Ltd. 


Mr D. A. Jacobs, B.COM., A.C.A., has been appointed 
managing director of Nig Manufacturing Co Ltd. 


Mr J. D. Slater, A.C.A., has been appointed a director 
of British United Traction Ltd. 


Mr I. G. Buchan, c.a., local director and chief 
accountant of Samuel Osborn & Co Ltd, has been 
appointed to the board of the company. 


OBITUARY 
Laurence Chrimes, M.B.E., T.D., F.C.A. 


It is with regret that we record the death on October 
8th, of Mr Laurence Chrimes, M.B.E., T.D., F.C.A., 
secretary of Evans Medical Ltd, Liverpool. Mr 
Chrimes served his articles with the Liverpool firm 
of Bryce, Hanmer & Co, Chartered Accountants, and 
was admitted an Associate of The Institute of Chartered 
Accountants in England and Wales in 1935, being 
elected to fellowship this year. He was the son of the 
late Mr Joseph Chrimes, who was managing director 
of Frisby Dyke & Co Ltd, Liverpool. 

Born at Rock Ferry and educated at Rossall, he had 
a distinguished war career. He was awarded the M.B.E. 
before the Rhine crossing in 1945, was mentioned in 
dispatches in 1944, and held the Belgian Croix de 
Guerre and Order of Leopold for services to that 
country. 


THE INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 


Members’ Dinner 


The Institute of Cost and Works Accountants held 
a dinner at the Goldsmiths’ Hall, London, last Tuesday. 
The President, Mr W. S. Risk, B.COM., C.A., F.C.W.A., 
was in the chair, and the guests included: 


Mr P. Е. Barrett, о.в.к. (Deputy High Commissioner for 
the Federation of Rhodesia and Nyasaland); Mr С. Basu, 
F.C.A., F.C.W.A., F.1.C.W.A.(India) (President, The Institute of 
Cost and Works Accountants of India); Mrs Florence Cayford, 
J.P. (Chairman of the London County Council); Mr J. E. 
Harris, B.COM., F.A.C.C.A. (President, The Association of 
Certified and Corporate Accountants); Mr E. J. Hill (Chair- 
man of the Council of the T.U.C.); Sir Alexander Johnston, 
к.В.Е., С.в. (Chairman of the Board of Inland Revenue); 
Mr Alexander McKellar, c.a. (President, The Institute of 
Chartered Accountants of Scotland); The Rt. Hon. The 
Lord Mills (Paymaster-General); Mr S. John Pears, F.C.A., 
(President, The Institute of Chartered Accountants in England 
and Wales); Mr A. L. A. West, O.B.E., F.I.M.T.A., (President 
The Institute of Municipal Treasurers and Accountants). 

The toast of ‘The Corporation of London and the 
Sheriffs’ was proposed by Mr John B. Charles, F.C.A., 
F.C.W.A., a member of the Council of the Institute, and 
Alderman Sir Frederick Wells, Bt., responded. 

Mr George A. Hewitt, c.p.a., President of the 
National Association of Accountants, proposed the 
toast of “The Institute of Cost and Works Accountants’, 
and Mr Risk replied. 
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THE READING AND DISTRICT GROUP OF 
CHARTERED ACCOUNTANTS 


The annual general meeting of the Reading and Dis- 
trict Group of Chartered Accountants will be held next 
Tuesday at 7 p.m. atethe County Liberal Club, 16 
Blagrave Street, Reading, and will be followed by a 
discussion lead by Mr C. Romer-Lee, M.A., F.C.A., 
member of the committee of the London and District 
Society of Chartered Accountants, on matters of 
topical interest to the profession. 


THE INSTITUTE OF INTERNAL AUDITORS 
Yorkshire Chapter 


` "The next meeting of the Yorkshire Chapter of The 
Institute of Internal Auditors will be held at 7 p.m. 
next Tuesday at The Guildford Hotel, 'The Headrow, 
Leeds, r, when Chief Inspector Noble of the Leeds 
City Police will speak on “The security of cash’. The 
Chapter secretary is Mr J. Coates, Shell-Mex and 
B.P. Ltd, Shell-B.P. House, Eastgate, Leeds, 2. 


STAMP MEMORIAL LECTURE 


A Stamp Memorial Lecture on ‘New Ёргоѕресіѕ in 
economic analysis’, by Professor M. G. Kendall, 
M.A., SC.D., Professor of Statistics in the University of 
London, will be given on November 8th at the 
University of London, Senate House (entrance from 
Russell Square or Malet Street, WC1). 

The chair will be taken by Mr B. Z. de Ferranti, 
M.A., A.M.LE.E., M.P., director of overseas operations, 
Ferranti Ltd. The lecture is addressed to students 
of the University of London and to others interested 
in the subject. Admission free, without ticket. ' 


INTERFIRM COMPARISON 


The Harrow and Wembley Productivity Association, in 
conjunction with The Centre for Interfirm Comparison, 
are to hold a conference on ‘Management ratios and 
interfirm comparison’ in the Council Chamber of the 
Federation of British Industries, 21 Tothill Street, 
London, SW1, on November 3rd, at 2.30 p.m. 
Subjects for discussion will be ‘General principles of 
interfirm comparison’, by Mr H. Ingham, director of 
The Centre for Interfirm Comparison, and ‘Experiences 
of industry and the usefulness of management ratios’, 
by Mr W. H. Kendall, F.c.w.a., costing secretary of 
the Federation of Master Printers. 

Tickets for the conference are available from the 
honorary secretary, Mr A. G. Sells, Harrow and Wem- 
bley Productivity Association, Kodak Ltd, Harrow, 
Middlesex. 


BRITISH COMPUTER SOCIETY 


The annual general meeting of Тће British Computer 
Society was held in London on September 29th, when 
120 members were present. Dr Е. Yates, F.R.S., was 
appointed President of the Society in succession to Dr 
М. V. Wilkes, r.R.s., while of four Vice-Presidents 
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appointed, two are members of the accountancy pro- 
fession, namely, Mr E. E. Boyles, F.c.a., and Mr D. W. 
Hooper, M.A., F.C.4. Mr Hooper was also appointed 
chairman of the Executive Committee and deputy 
chairman of the Council of the Society. S 
The annual report for the year ended April 3oth, * 
1960, shows that membership of the Society continues 
to expand and now numbers 2,118, compared with 
1,903 in the previous year, and 1,300 in 1958. 
Fourteen meetings were held in London during the 
period from September 1959 to May 1960 and attend- 
ances were satisfactory, ranging from fifty to over two 
hundred. Discussion group meetings were also held in 
London on a number of subjects and were supported 
by 255 members, a quarter of those residing in the 
London area. In addition, several visits to computer 
installations were arranged and were well supported. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


The following meetings of the London Students’ 
Society will be held during next week: 


Monday, 5.30 p.m. at the Institute, ? Moorgate Place, ЕС2: 
Lecture on ‘Group accounts’, by Mr V. Ronald * 
Anderson, F.c.A., Chairman: Mr Michael W. Russell, 
А.С.А., (member of the Students’ Society Committee). 

Tuesday: At Chelmsford: Whole-day course on *Book- 
keeping, including executorship’, by Mr V. S. Hockley, 
B.COM., C.A., A.A.C.C.A. 

6 p.m. at the Institute: Speakers’ course ‘Brains trust’. 

Wednesday, 5.30 p.m. at the Institute: Lecture and 
demonstration of Kenrick and Jefferson accounting 
methods (limited number). 

Thursday, 5.15 p.m. at the Institute: Introductory course 
lecture on “The fundamentals of auditing’, by Mr F. R. 
Porter, F.C.A., A.C.W.A. 

6.30 p.m. at The Queens Head: The 59 Club annual 
general meeting. 

Friday, 5.15 p.m. at the Institute: Introductory course 
lectures on ‘The basic principles of double-entry 
book-keeping’, by Mr R. J. Carter, B.COM., F.C.A., 
(secretary of the Students’ Society) and on "The law _ 
and its branches', by Mr P. W. Medd, Barrister-at-law. 

Saturday, ro a.m. at Bedford: Lectures on 'Current 
economics topics’ and on “The United Kingdom 
balance of payments’, by Mr W. С. Skinner, n.sc. 
(ECON.). 


BEHAN PREFERS ACCOUNTANCY 


Irish playwright Brendan Behan, asked by a photo- 
grapher for the New York Daily News if he would 
want a son of his to follow in his footsteps, replied 
‘I think he’d be better off as an accountant’. 

Behan, whose play, The Hostage, is now appearing 
on Broadway after a long run in London, told the 
newspaper: “There are some things I’ve been that I 
would not want a son of mine to be. I started life as an 
accountant, gave it up and became a merchant seaman, 
then a house painter, like Hitler, and now I'm a 


playwright of sorts. I think he'd be better off as an 
accountant’. — The Irish Times, October roth. 


A 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines} 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Results of Examinations held in September 1960 


FINAL EXAMINATION 


First Division 


As a result of the examination held on September 5th, 6th and 7th, 1960, the under- 
noted twenty-five candidates passed the First Division of the Institute’s Final 
Examination; their names appear in alphabetical order and are followed by the 
names of the firms of the masters to whom they were indentured or assigned. In 
addition twenty-six candidates qualified on their performance in Papers 1 and 2 for 
exemption from Part III (A) of the new Institute Examination and twenty-three 
qualified on their performance in Paper 3 for exemption from Section (a) of Paper 2 
of Part IV of the new examination; the names of these candidates are not listed. 


Anderson, E. (Brechin, Cole-Hamilton & Co), Glasgow. 
Coventry, Т. Т. S. (Stuart & Stuart), Dundee. 
Elder, D. В, (Henderson & Горе), Dundee. 


"Fleming, J. D. (John E. Watson & Co), Glasgow 
Fraser, I. D. (Turner, Hutton & Patrick), Glasgow. 


Gillespie, D. D. (Thomson, Jackson, Gourlay & Taylor), Glasgow. 
Henderson, A. M. (Henderson & Loggie), St Andrews. 

Hendry, G. (Henderson & Loggie, St Andrews. 

Humphreys, O. 'T. (McCelland, Moores & Co), London. 
Hutcheson, T. D. (Brown, Fleming & Murray), London. 
Johnston, D. I. H. (Mann, Judd, Gordon & Co), Glasgow. 


Kerr, G. B. (F. D. Greenhill & Co), Glasgow. 


McDonald, J. K. (John H. Fraser & Crawford), Greenock. 
McGill, R. L. R. (McIntyre & Rae), Dundee. 

McIntosh, D. C. (Henderson & Loggie), Dundee. 

Moore, P. (Thomson McLintock & Co), London. 


Prince, M. J. (McClelland, Moores & Co), London. 
Reid, D. L. (James Condie & Co), Dunfermline. 


Scott, R. B. (Martin Currie & Scott), Edinburgh. 
Shaikh, A. (R. C. Thomson & Murdoch), Dundee. 
Smith, I. D. (McClelland, Moores & Co), London. 
Smith, L. (Jas. A. Jeffrey & Co), Aberdeen. 


Thomson, R. H. (Thomson McLintock & Co), London. 


Watson, D. K. D. (Graham, Smart & Annan), Edinburgh. 
Wright, C. D. (Miller, McIntyre & Gellatly), Dundee. 


INTERMEDIATE EXAMINATION 
First Division 


As a result of the examination held on September 5th and 6th, 1960, the under- 

mentioned forty candidates completed the First Division of the Institute's Inter- 

mediate Examination; their names appear in alphabetical order and, where 

applicable, are followed by the names of the firms to whom they were indentured or 
assigned. 


Alvi, B. A. (Alex. M. Shaw & Co), Glasgow. 
Archibald, M. (Brechin, Cole-Hamilton & Co), Glasgow. 
Asbury, R. C. (McKerrell Brown & Gray), Edinburgh. 


Black, G. D. (W. A. Wighton & Crawford), Edinburgh. 
Black, J. S. (James Milne & Co), Aberdeen. 

Blair, J. S. (Brown, Fleming & Murray), Glasgow. 
Brolly, M. M. (Finnie, Ross, Welch & Co), London. 


Cameron, A. (W. D. Johnston & Carmichael), Elgin. 

Campbell, M. A. McK. (G. K. Johnston & Smillie), Edinburgh. 
Chalmers, J. (Moir, Wood & Co), Perth. 

Clark, A. W. (Thomson McLintock & Co), Glasgow. 

Crawford, D. I. A. (Richard Brown & Co), Edinburgh. 

Crook, R. M. (C. F. Middleton & Co), London. 


de Coutere, L. V. (Finnie, Ross, Welch & Co), London. 
Findlay, L. M. (Lindsay, Jamieson & Haldane), London. 
7 Hope, G. A. (Lindsay, Jamieson & Haldane), Edinburgh. 


MOTOR— FIRE——CONSEQUENTIAL LOSS 


CAR & GENERA 


83 PALL MALL, LONDON, SW1 


Hutcheson, J. (Flockhart & Grant), Aberdeen. 


Kenyon, R. B. (Thomson McLintock & Co), London. 
Keun, J. P. (McClelland, Moores & Co), London. 
Kirke, B. L. (Hourston, Macfarlane & Co), Glasgow. 


Lee, T. A. (J. Douglas Henderson & Co), Edinburgh. 


McClure, A, G. (Finnie, Ross, Welch & Co), Glasgow. 
McDonald, D. McL. (McFarlane, Son & Co), Glasgow. 
MacLeay, A. J. (John C. Frame & Co), Inverness. 
Millar, G. E. (Maxtone Graham & Sime), Edinburgh. 
Mills, D. E. (Lindsay, Jamieson & Haldane), London. 
Montgomery, D. R. (William Bishop & Co), Edinburgh. 
Murray, T. (Robertson, Davies & Co), Glasgow. 


Osbourne, W. A. R. (Peat, Marwick, Mitchell & Co), Glasgow. 
Pearson, C. M. A. (Chiene & Tait), Edinburgh. 


Rigg, J. (Graham, Smart & Annan), Edinburgh. 
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Ritchie, W. C. (Williamson & Dunn), Aberdeen. 


Say, D. G. A. (W. A. Wighton & Crawford), Edinburgh. 

Scullion, R. (Cooper Brothers & Co), Glasgow. 

Stocker, R. Т. W. (Brown, Fleming & Murray), Glasgow. 

Sutherland, I. D. (Lindsay, Jamieson & Haldane), Edinburgh. 
* 


Tulloch, I. W. P. (Brown, Fleming & Murray), Glasgow. 
Watson, A. F. (John J. Welch & Co), Kelso. 

White, P. (J. Y. Finlay Robertson & Co), London. 
Wilson, J. Т. (Geddes, Beaton & Co), Edinburgh. 


In addition the undernoted sixteen candidates were 
awarded passes either in Paper 1 or in Paper 2 but 
have still to complete the examination. 


Р.2 Asghar, M. (William Bishop & Co), Edinburgh. 
Р.т Chalmers, J. (James Meston & Co), Aberdeen. 
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P.r Chiadek, S. С. A. (Stuart & Stuart), Dundee. 

P.r Cooke, D. R. H. (Brown, Fleming & Murray), Glasgow. 
P.x Corrigan, P. W. (not yet indentured), 

P.r Ferguson, W. J. (not yet indentured). 


P.2 Khan, M. A. (Carter, Greig & Co), London. 
Ра Khan, S. A. (Robertson & Carphin), Edinburgh. Y 


Р. Melvin, I. S. (not yet indentured). 
P.2 Murphy, C. V. (J. W. & В. N. Oswald), Edinburgh. 


P.2 Reid, D. C. (Wm. Home Cook & Co), Edinburgh. 
Р.г Rogers, I. M. (Henderson & Loggie), Cupar. 


Р.2 Sao Khun U (A. & C. M. Davidson Smith), Edinburgh. 
P.1 Stevenson, I. С. (not yet indentured). 


Р. vm Someren, R. S. (W. A. Wighton & Crawford), Edin- 
urgh. 
P.x Young, J. D. M. (Romanes & Munro), Edinburgh. 


Second Division 


As a result of the examination held on September 5th and 6th, 1960, the undernoted 
seventy candidates passed the Second Division of the Institute's Intermediate 
Examination; their names appear in alphabetical order and are followed by the 
names of the firms of the master to whom they were indentured or assigned. 


Abbasi, S. A. (William D. Anderson & Co), Edinburgh. 
Ahmed, R. U. (Peacock & Henry), Glasgow. 


Banerji, С. C. (У. J. M. Kean & Co), Edinburgh. 
Bisset, R. MacB. (Adam Ker & Sangster), Glasgow. 
Black, A. T. (Wardhaugh & McVean), Glasgow. 


Chapman, J. H. W. (Alexander B. Neil & Co), London. 
Cook, J. С. M. (Thomson McLintock & Co), Glasgow. ' 
Crawford, I. N. (A. & J. Robertson), Edinburgh. 


Davidson, J. (Fleming & Wilson), Glasgow. 

Dickson, H. J. (Macmeeken & Lawson), Edinburgh. 
Digby, K. V. (John P. McKenna), Glasgow. 

Drummond, F. J. (Craston Thomson & Allison), Glasgow. 
Duff, J. R. (Barstow & Millar), Edinburgh. 


Finlay, T. M. (Clunie & Scott), Edinburgh. 
Flood, F. C. (Hamilton-Eddy & Walker), London. 
Fothringham, В. S. (Brown, Fleming & Murray), London. 


Ganguli, A. K. (Thomson McLintock & Co), Glasgow. 
Gillan, D. B. (Graham, Smart & Annan), Edinburgh. 
Gourley, D. C. (J. Cradock Walker & McFadzean), Glasgow. 
Grant, D. A. G. (Brown, Fleming & Murray), Glasgow. 
Guthrie, I. W. (Peat, Marwick, Mitchell & Co), Glasgow. 


Hamilton, N. F. (D. M. McNaught & Co), Glasgow. 
Hamilton Harding, R. A. (Thomson McLintock & Co), London. 
Hill, E. F. (Thomson McLintock & Co), London. 


Ingram, I. C. C. (Henderson & Loggie), Dundee. 
Jolly, I. (Johnstone, Logie & Millar), Dundee. 


Kakodkar, G. B. (Wylie & Hutton), Edinburgh. 
Khin Aye Thwe (Barstow & Millar), Edinburgh. 
Kynoch, G. (Scott-Moncrieff, Thomson & Shiells), Edinburgh. 


Levine, M. (Wardhaugh & McVean), Glasgow. 
Levy, L. A. (Esterson, Levy & Co), Glasgow. 
Lien, H. (Mackie & Clark), Glasgow. 

Littlejohn, I. E. (Allan & Clapperton), Greenock. 
Low, M. J. M. (Hardie, Caldwell Ker & Hardie), Glasgow. 


vy meme 





ASSURANCE : 











Lucas, С. Т. (Thomson McLintock & Co), London. - 


McAra, J. A. S. (McClelland, Moores & Co), London, 
McCracken, G. L. (Robert G. Livingstone), Paisley. 
McCutcheon, I. (Galbraith, Dunlop & Co), Glasgow. 
Macgregor, R. D. (Brown, Fleming & Murray), Glasgow. 
Mackay. A. J. C. (Brown, Fleming & Murray), London. 
McLachlan, D. I. S. (Robertson, Davies & Co), Glasgow. 
MacLeod, N. C. (McClelland, Moores & Co), Glasgow. 
McLernan, J. U. (John H. Fraser & Crawford), Greenock. 
McLoughlin, T. (McClelland, Moores & Co), Glasgow. 
MacRae, G. D. (John C. Frame & Co), Inverness. 
Middleton, I. A. (James Garden), Aberdeen. 

Mitchell, І. A. S. (Helen М. Lowe), Edinburgh. 
Montgomery, R. Т. (Boyack, Whitelaw & Aitchison), Edinburgh. 
Murray, D. B. (Moir, Wood & Co), Perth. 


Nicol, S. F. (McKerrell Brown & Gray), Edinburgh. 
Nizami, K. A. (Bertram G. Samuels & Co), Glasgow. 


O'Donnell, J. (Kelman, Moore & Co), Glasgow. 


Park, W. (Finnie, Ross, Welch & Co), Glasgow. 

Partington, R. L. G. (Mackay, Irons & Co), Dundee. 
Paterson, 1. D. A. (Thomson McLintock & Co), Glasgow. 
Paton, A. B. (Maxtone Graham & Sime), Edinburgh. 

Patrick, J. (Turner, Hutton & Patrick), Glasgow. 

Peech, M. R. A. (Thomson McLintock & Co), London. 
Petrie, A. W. (Cram, Worsley, Robertson & Taylor), Dundee. 


Singh, A. (A. G. Murray & Co), Edinburgh. 

Solanskey, P. W. (Bertram G. Samuels & Co), Glasgow. 
Stark, G. (J. W. & R. N. Oswald), Edinburgh. 

Stewart, H. G. (Turner, Hution & Patrick), Glasgow. 


Taylor, Т. S. (Wood, Willey & Co), Dartford. 
Urquhart, J, (McClelland, Moores & Co), Glasgow. 


Watt, I. T. (Howden & Molleson), Edinburgh. 

Wheeler, R. McI. (Brown, Fleming & Murray), Glasgow. 
Williamson, R. C. (D. M. McNaught & Co), Glasgow. 
Wilson, A. R. (Charles Burrows & Co), Edinburgh, 
Wright, A. B. (Flockhart & Grant), Aberdeen. 
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As Others See Us 


HANKS to psychological analysis, public opinion research 

and the technique of the Gallup poll, we have been given 

the power once prayed for by RoBERT BURNS to see our- 
selves as others see us — but, strangely enough, we continue to 
make blunders and entertain foolish notions. This is probably 
because in our vanity we look upon the results of these detached 
observations with the same subjective criticism we apply to 
holiday snapshots. If they flatter, we preserve them. If they do 
not, we discard them. It is only the wise few who can accept 
unpalatable truths with humility and grace and benefit from them. 

Into this select category, then, must come collectively the 
American Institute of Certified Public Accountants because, for 
the past dozen years or so, it has sought at intervals the services 
of such organizations as The Psychological Corporation to ascer- 
tain how certified public accountants rate in the eyes of United 
States management executives. The first of these self-scrutinies 
was undertaken in 1947 when 186 highly placed executives 
including bankers, business men, labour leaders and investment 
analysts in fourteen large cities completed questionnaires and 
gave interviews by invitation. The results were certainly not 
flattering. Only 27 per cent of the respondents regarded account- 
ancy as a profession and even they rated its practitioners as 
below doctors, lawyers, dentists, teachers and engineers. Asked 
if a certified public accountant’s report thereon was good evidence 
that a financial statement was ‘complete, accurate and impartial’, 
58 per cent thought that it was; 35 per cent agreed with limita- 
tions; 4 per cent thought it was not; and an ignorant 3 per cent 
did not know. Of those who made reservations, forty-one con- 
sidered that accountants were either lacking in thoroughness or 
careless and twenty that they were partial to the firm employing 
them, while four subscribed to the alliterative accusation that 
they were ‘deliberately dishonest’. 

In 1957, the American Institute held another straw to the wind 
when similar leading questions were put to the executives of 
sixty-two medium-sized manufacturing companies. Asked if they 
thought that the firms of certified public accountants they em- 
ployed were important to the profitable management of their 
businesses, forty-one answered ‘yes’ and a further two said ‘yes, 
in keeping taxes down’. The others said ‘no’. Approximately half 
of them agreed that their accountants had suggested ways of 
making their businesses more profitable, and a comparative 
evaluation of the six principal ‘outside specialists’ resulted in 
the accountant coming first, followed by, in order of usefulness, 
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the lawyer, the insurance agent, the advertising 
agent, the labour relations consultant and the 
management engineer., 

Two years later, the indefatigable public 
relations department of the American Institute 
sponsored another inquiry in which personal 
interviews in depth were conducted with the 
executives of one hundred representative banks. 
Asked their opinion of the ‘dependability, 
thoroughness and clarity’ of auditors’ reports, 
favourable comment ranging from ‘excellent’ to 
‘satisfactory’ came from eighty-eight of the res- 
pondents. More non-committal was the response 
to the invitation to evaluate the services of the six 
specialists of the previous survey. Seventy-one 
cautiously placed the accountant’s value to his 
client as equal to that of the other five, while 
fifteen ventured to assess it ‘at an even higher level’. 

The most recent survey of the profession — 
differing from the others in that it was not 
organized by the American Institute and that 
the 'guinea pigs' on this occasion were firms and 
not individuals — also was made last year when 
an authoritative cross-section of American 'big 
business’ was asked to associate the firms 
with any of sixteen given descriptive words or 
phrases, eight of them favourable and eight 
unfavourable; 65 per cent chose only favourable 
terms and 35 per cent a mixture of both. None 
selected only unfavourable terms. Among the 
bouquets were ‘progressive’ (84 per cent), ‘alert’ 
(80 per cent), ‘nice people to work with’ (76 per 
cent) and ‘creative in devising improved tech- 
niques’ (65 per cent). The most popular unfavour- 
able comment was ‘policemen’ (16 per cent). 
No one stigmatized professional firms as ‘stodgy’, 
‘old-fashioned’ or ‘unimaginative’ or suggested 
that ‘companies would progress faster’ without 
professional assistance, but among criticisms 
levelled by nearly three-quarters of the executives 
at special interviews were that some firms tended 
to be too technical and theoretical rather than 
practical; that staff turnover was too rapid; and 
that there was a tendency to lose objectivity 
and become too lenient. 

An able analysis of the trends behind these 
admissions of preference and prejudice is made in 
the October issue of our contemporary, The 
Journal of Accountancy, by Mm Снавікѕ P. 
Rockwoop, director of public relations of the 
American Institute of Certified Public Account- 
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ants. His main conclusion is that, over the past 
decade, public opinion in America towards the 
profession has changed for the better and that 
this has been brought about by advances in 
accounting techniques, by the greater variety of 
services being offered by accountants to their 
clients, and by a general reassessment by 
accountants of their attitudes towards themselves, 
their work and their clients. Mr Коскуоор 
modestly suggests that public relations may have 
helped in bringing about this improvement but 
that the real hero of the piece has been the 
certified public accountant himself. The main 
task of the next ten years, he predicts, is to con- 
solidate this hard-won esteem by resisting com- 
placency, by maintaining technical and ethical 
standards and by ensuring that accounting prob- 


al 


lems created by the changing needs of thé ~ 


economy are surmounted. 

In the United Kingdom, where the profession 
differs both in organization and operation from 
the United States set-up, there are yardsticks 
to measure the communal worth of the account- 
ant other than public opinion tests. In the 
first place, the profession in this country is 
older and, its growth having been vegetable 
rather than dynamic, it has had more time to 
mature. Secondly, the concurrent and quite 
separate existence of several professional bodies, 


while it has obvious disadvantages, certainly 4 


helps to keep everyone's armour bright. Thirdly, 
the importance of the profession is officially 
recognized by the Government by restricting 
those eligible to audit public and non-exempt 
private companies to chartered and certified 
accountants. Fourthly, very many qualified 
accountants, in open competition, continue to 
make highly successful careers in industry and 
commerce, thereby adding lustre not only to 
themselves but to their profession. Fifthly and 
finally, the appointment of accountants to Royal 
Commissions and other Government committees, 
even when sometimes the subject for review is 


not within the province of the profession, is a y 


commonplace. ‘By their works ye shall know 
them’, then, is the criterion by which accountancy 
in the United Kingdom may best be judged, but 
this is by no means to disparage the American 
Institute whose discreet efforts at status-finding 
in an altogether different milieu are to be com- 
mended. 
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Companies and the New Penalty Provisions 


P4 


revision of penalties consequent upon the 
Hinchy case infers a soft time for careless 
taxpayers, there are going to be some rude shocks. 
The elimination of the former anomalies which 
compelled the Revenue to act with circumspection, 
not to say leniency, has cleared the decks for 
action in no uncertain manner against those 
taxpayers perhaps least popular with the depart- 
ment. The Finance Act, 1960, is drawn up on a 
plan which suggests that it is not so much the small 
number of calculating evaders who represent the 
main target of the revised penalty provisions, as 
' the greater number of dilatory and, from the 
departmental viewpoint, slipshod taxpayers and 
their hard-pressed professional advisers who 
stand to suffer an unwelcome awakening from 
any habits of sloth into which they may have 
drifted. 


I: the impression has been created that the 


Neglect - a New Fiscal Offence 


As is generally known, the old system favoured 
a penalty of, nominally, treble the total tax 
liability of the taxpayer for the year affected by the 
offence. The multiplicity of penal sections were 
not phrased identically and some doubt may have 
` existed as to the force of this penalty under every 
section with which it was associated. In general, 
however, it was possible to bring the defaulter 
within one or other of the relevant sections, leaving 
him with no practical alternative but to throw 
himself upon the Revenue's powers of mitigation. 
Particulars published by the Board of Inland 
Revenue in recent years bring out the fact that 
the proportion of penalties to total charges raised 
in cases where the Department had uncovered 
under-assessments did not exceed 50 per cent on 
average. Penalties in this connection included 
taxes due but out of time for assessment in cases 
where fraud or wilful default were not in evidence 
. together with interest thereon so that the true 
‚ ratio of penalties to taxes under-assessed must 
"have been well below 50 per cent. It is against this 
background that the creation of a new category of 
fiscal wrongdoing ‘neglect’ must be viewed. 
Neglect is defined as negligence or failure to 
supply any return or other particulars required of 
the taxpayer within the time allowed (as extended, 
if the Revenue so permit) or, where reasonable 


by H. S. A. Macnair, A.C.A. 


excuse for non-performance exists, without 
unreasonable delay thereafter. The establishment 
of neglect brings in its train vulnerability to 
assessment in respect of earlier years beyond the 
six-year time limit. New weapons for the Revenue 
armoury have been forged by the 1960 Act, to 
replace the indirect and sometimes ineffective 


“measures formerly available, and in appropriate 


circumstances leap-frog assessments may be made 
back to 1936-37. Since the way is now open to 
direct assessment of uncovered liabilities formerly 
out of reach of the Revenue, coupled with the 
charging of interest thereon, the total resultant 
burden on the taxpayer may thus exceed the 
amount which it was the former practice to 
recover in cases of negligence. In particular, the 
new penalty for negligence as such where returns 
of income are in question is at the rate of 100 per 
cent of the under-assessments, subject of course 
to the Revenue powers of mitigation. It does, 
indeed, appear to be a case of *out of the frying- 
pan, into the fire’. 

It may be helpful at this stage to review the 
principal cases of default contemplated by the 
new system. These are: 

(1) inaction when information is required of a 

taxpayer; 

(2) errors through negligence; 

(3) errors through fraud. 

There are two main categories of information to 
be supplied so that, in conjunction with the three 
classes of non-co-operation by the taxpayer just 
mentioned, six possible penal situations arise. 
Additional to these there is a penalty, not exceed- 
ing £50, which is imposed where required as an 
adjunct to effective administration in cases where a 
person's non-compliance bas made it necessary to 
take proceedings before the Court or the Com- 
missioners. Continued default after such an 
appearance brings in its train a further penalty 
not exceeding Хто for each subsequent day. 


Information Liable to be Required 
from Companies 
The category of information embracing the 
greater number of items relates to matters of 
lesser importance and attracts the lower scale of 
penalties where default occurs, that is, the penalty 
mentioned above and also an amount not exceed- 
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ing £250 where the offence is negligence or {500 
in cases of fraud. The information liable to be 
required in this category from companies includes 
the following: . 


(1) names and residential addresses of individuals 
living at a particular dwelling-house; 


(2) particulars of a pre-existing tax district, on 
coming into a new division; 

(3) particulars of employees having a second 
employment or earning over {110 per annum, 
with the amounts of emoluments inclusive of 
expenses; 


(4) details of income received on behalf of another 
person, whether the latter is a United Kingdom 
resident or not, with particulars of that other 
person's identity and legal status; 


(5) annual value of property occupied; 


(6) particulars of rent payable (in Scotland, the 
rent agreement), 


(7) interest in excess of {15 per annum credited 
gross except on accounts declared to be benefi- 
cially owned by non-residents; A 

(8) business books and copies of the accounts and 
audit report: 


(9) where an assessment has been appealed against, 
such particulars as may be specified by precept 
relating to property, trade or employment, with 
details of gross receipts from various sources and 
deductions made therefrom, in conjunction with 
the making available for inspection of speci- 
fied books, accounts or documents; 

(10) particulars of securities .owned, where ‘bond- 
washing' is suspected; 

(11) particulars of transactions suspected of coming 
within the scope of the 1960 anti-avoidance 
measures; 


(12) particulars of securities where the owner has 
arranged to sell the interest accrued due 
thereon; 

(13) certified extracts from the registers of holders of 
shares, debentures, etc., (a requirement subject 
to the noteworthy obligation on the part of the 
Special Commissioners to pay for such extracts 
at the rate of 5s a hundred entries); 


(14) in the case of nominee or other intermediate 
holders of securities issued by the Government 
or a company registered in the United Kingdom, 
disclosure of the relevant interests concealed, 
except in the case of bank holdings on behalf 
of non-residents (an exemption not available 
where double tax relief is in question); 


(15) disclosure of the nature of the proprietary 
interests in shares registered in a company's 
name; 

(16) disclosure of the original holders of a company's 
bearer securities and disclosure by any holders 
thereof of transfers to subsequent interests; 


THE 
ACCOUNTANT 


October 29th, 1960 


(17) in the case of a company within the ambit of 
the surtax direction rules, particulars of actual 
income with supporting statements and details 
of members and their interests; 


(18) in the case of companies classified as invest- е 
ment companies for the purposes of surtax 
directions, such particulars as may be called for 
by the Special Commissioners in that con- 
nection; 

(19) in the case of any party to a settlement which 
is dealt with under the surtax avoidance pro- 
visions, such relevant particulars as the Special 
Commissioners may require; 


(20) relevant particulars in respect of transactions 
suspected by the Special Commissioners of 
relating to the transfer of income abroad (banks 
need not disclose normal banking operations); 


(21) particulars of interests in a deceased estate in 
course of administration; 


(22) particulars of any relevant retirement benefits. а 


scheme; 


(23) in the case of an election for the herd basis, 
particulars of the condition and produce of the 
herd. 


Penalties for Non-submitted, Late or 

Incorrect Returns 
The higher scale of penalties is imposed in relation 
to offences in the delivery of information in the 
form of returns of income. Such returns include 
those submitted by companies on their own 
account or required of them in a representative 
capacity. In the case of failure to deliver the 
required return within a period of two years гот“ 
the beginning of the year of assessment in which 
the return was issued, the penalty is equal to the 
total amount of tax on assessments based wholly 
or partly on any income includible in such a 
return to the extent that assessments have not 
already been raised prior to the expiry of that 
period. There is also the usual fixed penalty not 
exceeding £50 (£500 in the case of profits tax). 
It follows that failure to submit a return when 
required, in the case of a company the profits of 
which are rising, could lead to substantial penalty 
liabilities. Moreover, if a return form happened to 
be issued late in the year of assessment, barely 
twelve months would be available for its sub- 
mission while in the case of profits tax not more >» 
than one year from the date of issue of the return 
form is allowed. 

It will be recalled that the provisions of the 
law now obsolete prescribed the treble tax penalty 
if a return was not submitted, true and correct, 
within the period, usually twenty-one days, 
allowed for its completion. The unreasonably 
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Auditing: the Purpose and 


its Attainment - II 


by D. D. RAE SMITH, M.C., B.A., F.C.A. 


Weaknesses in Internal Control 
WHEN the auditor finds that control is in- 
a 


dequate in an important section of a business – 
whether because the prescribed routines are not 
properly carried out by the client’s staff or because 
of inherent weakness in the system – he will have 
to decide for himself whether, and if so where, to 
extend his examination and tests and what, if 
any, additional audit procedures he should adopt. 
Just how far his procedures should be extended 
or reinforced must depend on the circumstances 
“of the particular case and be a matter for his own 
judgment. Because control is weak it does not neces- 
sarily follow that a lot more detailed checking 
of transactions and balances is required. In such 
cases, including those where because of small size 
effective internal check cannot be established, it 
may be possible to eliminate a good deal of detailed 
checking by first applying the procedure of making a 
close comparison of balance sheet or profit and loss 
account items that should be comparable – such as 
gross profit margins, rates of stock turnover, amount 
of sales represented by debtors and purchases repre- 
sented by creditors, variations in different types of 
expense having regard to whether they are variable, 
semi-variable or fixed in nature, and so on -and 
getting from this comparison a lead to the matters 
which may require more detailed investigation. The 
point is that there is no formula which can be applied 
to produce an answer that will tell the auditor exactly 
and precisely what to do in all and any circumstances. 
Auditing requires an empirical approach. 
Management has a right to expect that an auditor 
will report to them on any weak points he finds in a 
system of internal control. Where the weakness dis- 
covered is slight, or the section of the' business 
affected by it of minor importance, it is unlikely 
that the auditor will have to take further notice of it 
when expressing his opinion on the accounts as a 
whole. Where, however, the weakness is serious, or the 
section affected of material importance, the auditor 
must take such further steps as are necessary to satisfy 
himself before he expresses an opinion on the 
accounts. 
^ The reporting of weaknesses to management can 
never relteve the auditor of his first duty to satisfy 
himself that the balance sheet and profit and loss 
account give a true and fair view. If he finds weakness 
in internal control and, even after extending and 


'The second and concluding part of a paper presented at the 
Summer Course of The Institute of Chartered Accountants 
n England and Wales at Oxford on September 16th, 1960. 
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reinforcing his tests and procedures, is unable to 
satisfy himself, he must qualify his opinion; or even, 
in an extreme case, report that he is unable to express 
an opinion. | 

It will not normally be necessary to report minor 
weaknesses in internal control formally to the manage- 
ment in writing. To do so would give them undue 
weight. But where the weaknesses are serious it is 
best to report them in writing by letter or memo- 
randum. Whether reports are made formally in 
writing, or informally by word of mouth, the auditor 
should keep a note of them among his papers and 
should follow them up on the occasion of his next 
audit. It is not enough to report weaknesses and 
assume that they will then be cured. 

Where a formal report is made on weaknesses in 
internal control, it will often be appropriate to address 
it to the chief accountant, secretary or other person 
who may be principally responsible for the account- 
ing of the client. There may, however, be occasions 
when the nature or extent of the deficiencies in the 
system, or the possibilities of collusion at high levels, 
warrant the report being addressed to someone else, 
such as the chairman or managing director. 


It is perhaps hardly necessary to add that any 
comments which an auditor makes in a report on 
deficiencies of control should not be irreconcilable 
with the report he makes on the accounts as auditor. 
The comments made in one report should not cast 
doubt on the reasonableness of the opinion expressed 
in the other. 

Managements may, and frequently do, seek the 
advice of their auditors as to the means of safe- 
guarding their assets, and the system and design of 
their accounting records. Not less often the auditor 
may find it necessary to offer advice on these matters 
on his own initiative. But although the auditor can 
and should advise on this, it must be remembered 
that the responsibility for ensuring that the assets of 
a business are properly safeguarded, and that the 
books and records provide a reliable basis for pro- 
ducing accounts that will give a true and fair view, 
is inescapably placed on the management. In meeting 
this responsibility, management is bound to give 
greater weight to its own needs than to the auditor’s 
requirements. Management’s needs and the auditor’s 
requirements are not necessarily in conflict; but, if 
and when they are, those of management must pre- 
vail. A system of accounts that is not ideal from the 
auditor’s point of view, and which does not make his 
job as easy as possible, may nevertheless be suitable 
for the particular needs of a business. 
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Audit Procedures Generally 


"The remarks on audit procedures which follow are 
couched in general, rather than particular, terms. As 
was said at the beginning of this paper, I have no 
wish to try to usurp the textbook's function by going 
into a lot of detail. 

I have already stressed that the auditor should 
start his work by inquiring into and assessing the 
system of internal control. This is by far the most 
important of all the procedures he can apply. All his 
other procedures and tests should hinge upon, and 
be subsidiary to, it. Unless the auditor knows clearly 
what management does to safeguard the assets of a 
business and ensure the accuracy and reliability of 
its accounting records; unless he continually brings 
that knowledge up to date; and unless tests of the 
books and records are made in order to establish that 
the routines prescribed by the system are being 
properly complied with, he cannot expect to do his 
work economically. Failure to appreciate this 
properly is the reason why too many auditors 
presently indulge in too great a volume of detailed 
checking. On the other hand, if an auditor approaches 
his work by first inquiring into and testing the system 
of internal control, and finds it to be both satisfactory 
in design and applied in fact, he will then be able to 
accept the results produced by it without having had 
to verify many of the underlying transactions and 
year-end balances. 

It will perhaps always be regarded as necessary to 
verify in detail certain types of year-end balances – 
such as securities and bank balances – which are 
more than usually vulnerable to manipulation. But 
for many assets and liabilities such verification is not 
essential. Provided his tests show that the system of 
control is adequate and is effectively complied with 
the auditor will be justified in accepting, not only the 
record of day-to-day transactions, but also the year- 
end balances shown by the books. This is not to say 
that verification of balances, whether at the year-end 
or at some other date, is never needed. What it does 
mean is that, where verification of a balance is made, 
it should be seen in its true perspective as a test of 
the system of internal control; it is not just verification 
or checking done simply for its own sake. 

Unless the auditor bases his detailed checks and 
verifications on an assessment of the system of 
internal control, then either their extent will be 
excessive or their effectiveness a matter of chance, or 
both. He should always be conscious of the sig- 
nificance of his detailed procedures in relation to 
internal control. For example, when making a test of 
cash payments, it is not just a question of seeing that 
the payments selected for test are supported by 
related vouchers. The auditor should also consider 
the vouchers themselves; the circumstances sur- 
rounding their existence and what the system pro- 
vides in the way of controls that ought to operate 
before an invoice, statement or other voucher can 
ever reach the point of being paid. He should look 
at the vouchers he examines not just as pieces of 
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evidence showing that given payments have been 
made to various people, but to see to what extent they 
help him to establish whether or not the controls 
provided by the system have operated over the pay- _ 
ments he has selected for test. This may all appear 
to be a mere statement of the obvious. It is neverthe- 
less worth stating, for if the auditor looks on his pro- 
cedures in this light — as tests of the working of the 
system of internal control — he will usually find that, 
if the system is being complied with in practice, he 
can satisfy himself of this with much less extensive 
tests than he would be likely to make if he merely 
decided to apply certain tests haphazard without 
considering their full significance. 

The exact nature of the audit procedures and the 
extent to which they will have to be applied in any 
particular case will depend on the auditor’s judg- 
ment. In exercising his judgment the auditor must 
take reasonable care. That is to say, in deciding the 
nature and extent of his audit procedures and tests 
he must have regard to all the relevant circumstances: 
of the case; and his decision must be one which a 
man, possessed of his special qualifications and 
exercising reasonable care and skill, could properly 
be expected to take. 

I have already said that the mere fact that internal 
control is weak, or even non-existent, at a particular 
point in an organization does not by itself mean 
that increased detailed checking will have to be done 
by the auditor. Nor will it necessarily follow that he 
will have to apply additional procedures. Whether 
such weak points need further investigation will 
depend on the degree of relative risk involved and 
the possibility of the truth and fairness of the balance 
sheet and profit and loss account being affected. То 
take a simple example, it would clearly be a waste of 
time to make extensive tests on a petty cash fund over 
which control was defective if the amount involved 
was obviously immaterial, and a shortage in, or mis- 
appropriation of, the fund could not possibly affect 
the true and fair view of the accounts. In such a case 
a reporting of the weakness to the management, 
rather than the making of a detailed investigation, 
is the action that the auditor should take. 

I would be among the last to understate the value 
that can be got from audit programmes. Neverthe- 
less, they have dangers that must be guarded against. 
They can induce in the auditor an approach to his 
work that is dull and mechanical where it ought to 
be alert and thoughtful. There is always the tempta- 
tion to follow a programme blindly from one year 
to another without inquiring whether it is still 
appropriate to the job. I have already stressed that 
the audit tests that are applied ought to depend оп” 
the assessment that is made of the system of internal 
control; and that this assessment should be made on 
the occasion of each annual audit. They should not 
be governed solely by what is written in last year’s 
programme. If only for this reason it is vital to link 
the internal control questionnaire directly with the 
audit programme. 
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In many cases, particularly where the size of the 
job is small, the auditor will often do some account- 
ancy work in addition to his audit. The amount of 

_ this work will naturally vary with the circumstances. 

^ It may go as far as writing up all the books of account; 
it may amount to much less than this. When a job 
involves a substantial amount of accountancy work 
the auditor is tempted to forget that the fact that 
he or his staff have written up all, or a material part, 
of the books of account does not relieve him of the 
need to audit them. When making entries in books 
the auditor is not automatically auditing them at the 
same time. He may be doing so, but not inevitably. 
The mere writing up of books by the auditor does 
not give them a guarantee of infallibility. He should 
look at books that have been written up by himself 
or his staff in the same dispassionate light as he 
does books and accounts that are presented to him 
by a client completely ready for audit. 

It is usually possible, when reviewing the work 

^ done at an audit, to get a good idea as to the efficiency 
with which it has been carried out from the state of 
the audit working papers. If these form a coherent 
whole and contain schedules which are clearly and 
intelligently laid out so as to bring to light the salient 
points, it at least suggests that the audit itself has 
een made in an intelligent manner. Apart from a few 
schedules, such as those dealing with taxation 
provisions, it would be impracticable, in my view, to 
try to standardize audit schedules. The work done at 
any audit must depend on the circumstances, and 
so also will the design and number of the schedules 
that are produced. Neatness and a pleasing appear- 
ance are not, of course, conclusive. Audit schedules 
are not ends in themselves, and they only serve a 
». useful purpose if they are a positive help in consider- 
ing the matters they deal with. The clerk who pro- 
duces immaculately written schedules, a delight to 
the eye, but also meaningless or unnecessary, can 
be as great a menace as the one who produces none 
at all. 

The problems posed by mechanized accounting 
systems and by electronic data processing are viewed 
by some auditors with alarm or misgiving, at any 
rate at first sight. This apprehension is a natural 
reaction of the human mind when confronted with 
something unfamiliar. There is, however, no need 
for it, no matter how unmechanical the auditor’s cast 
of mind may be. The object of an audit, and the 
principles underlying the auditing procedures to be 
applied, do not change; they are not affected by 
whether the accounting devices of a business stop 

„ Short at a piece of wood with a spike on it for filing 
` invoices, or whether they extend so far as to include 
a computer, complete with console, flashing coloured 
lights and magnetic tape. No matter what machines 
may be used, there still has to be the original data 
to produce the final answer. With machines a large 
degree of human error is eliminated, and to that 
extent the auditor’s problem of deciding how well 
the original data is controlled so as to ensure that a 
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correct final answer will be given is made easier. 
Provided the auditor makes himself thoroughy 
familiar with the system, mechanized accounts and 
computers should hold no mere terrors for him than 
does an entirely manual system of accounts. 


Stocks and Work in Progress 


It has long been recognized that the difficulties pre- 
sented by stock — and in this context the word should 
be understood to include work in progress ~ are 
among the greatest of those that confront an auditor. 
To other current assets and liabilities he has little 
real difficulty in applying procedures and tests which 
will give him a high degree of reassurance that they 
are truly and fairly stated in a balance sheet. To feel 
similarly confident about stock is not so easy for 
him. 'The fact that he often has not, and cannot be 
expected to have, the special skills and experience 
necessary to make by himself an accurate appraisal 
of it puts him at a disadvantage. But the difficulties 
with which the auditor is confronted do not excuse 
him if he throws in his hand, and makes no proper 
attempt to satisfy himself as to the existence, owner- 
ship and value of this asset. 

'The passage in Lord Justice Lindley's judgment 
in the Kingston Cotton Mill case, in which he said: 

‘It is no part of an auditor's duty to take stock. 

No one contends that it is. He must rely on other 

people for details of the stock-in-trade’ 
has for many years had an unfortunate and stifling 
effect on the development of the profession's work. 
When the judgment was delivered in 1896 the profes- 
sion seems to have gratefully seized on it as providing 
auditors with a heaven-sent let-out from almost all 
responsibility in connection with stock. Over the 
years since 1896 there has been a big advance from 
this old extreme position, certainly; but even now 
there are auditors - and one would be too many – 
who are content to give unqualified reports on 
accounts when they have made no inquiries about 
stock beyond obtaining a certificate from the managing 
director, proprietor or similar person. My own experi- 
ence is that those who today adopt such an ostrich-: 
like attitude towards stock are usually also those 
who will happily spend wasteful hours ticking up 
every entry in the petty cash-book and chasing up 
shortages of a few shillings with all the misguided 
zeal of an Inspector Lestrade. 

Best practice in regard to stock has, of. course; 
now reached a point so far beyond the Kingston 
Cotton Mill case that an auditor who chose to defend 
an action by relying only on the dicta of Lord Justice 
Lindley for his salvation would almost certainly end 
up a wiser, but sadder and poorer, man. An auditor 
who is content to accept a stock certificate and do 
no more than subject stock sheets to arithmetical 
tests of casts and extensions cannot truly claim to be 
doing a proper audit. The approach to stock should 
be the same as that applied to any other asset. 

In order to reasonably be satisfied as to the exist- 
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ence, ownership and value of stock the auditor should 
apply his procedures with the aim of establishing: 


(2) what system or measures are adopted by the 
management to erisure that the stock sheets or 
other stock records include all stock, wherever 
located, which is the property of the business 
and ought to be included, and exclude any that 
should not be included; 


(b) whether these measures are adequate in the 
circumstances, and what evidence there is, 
direct or indirect, to confirm that they have 
been faithfully carried out; 


(c) what is the basis adopted for computing the 
value placed on stock and whether it is fair 
and reasonable and consistent. 


‘When considering whether the measures adopted 
by management will produce a reliable record of 
physical quantities it.is not enough to see merely 
that these provide that all stock on the premises is 
counted, listed and entered in the stock sheets or 
other records: there are further considerations. The 
auditor should examine the link between stock and 
other accounting records. He should judge whether 
the system provides for the proper treatment of 
goods received for which invoices are not yet ‘to 
hand, and conversely; for goods sold and invoiced 
to customers but not yet dispatched, and the reverse; 
whether stocks held on consignment, or otherwise on 
behalf of third parties, are excluded from the in- 
ventory and whether stocks owned by the business 
but held by third parties are included in it. If the 
quantities of stock are arrived at by means of a 
physical count he should see what steps are taken 
to ensure that nothing is included more than once 
by reason of stock moving from one place to another 
during the period of the count, and how damaged, 
obsolete or sub-standard items are dealt with. He 
should remember that while the presence on the 
ground of stock is evidence that it actually exists, 
it js not conclusive evidence as to its ownership; and 
that absence of stock from the premises is also not 
conclusive evidence that it neither exists nor is 
owned by the business. 

The degree of difficulty which the auditor will 
meet in his work on stock will naturally be related 
to the adequacy or inadequacy of the stock records. 
Where the system of internal control comprises 
adequate records, and these are in fact well kept, the 
auditor should not have undue difficulty in satisfying 
himself as to its existence and ownership. But 
where records are inadequate it is often very difficult, 
if not impossible, for the auditor to be reasonably 
satisfied as to the physical quantities of stock unless 
he attends at and observes - by himself or through 
his representatives – physical stocktaking. 

The procedure of attending at and observing 
physical stocktaking is often misunderstood. It is 
not yet in wide use in the United Kingdom, but 
nevertheless it is a procedure that is gaining ground 
and one which, in my view, is likely to be generally 
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accepted as best practice in the next ten years or so. 
One can envisage cases where, because of the excel- 
lence of the records kept, attendance by the auditor 
at stocktaking each year might never be necessary. 
But in the majority of cases I think that attendance ~ 
at and observation of physical stocktaking by the 
auditor will more and more become the rule in the 
future. It is therefore important that the auditor’s 
purpose in applying this procedure be clearly 
understood. 

As with any other audit procedure, attendance at 
and observation of physical stocktaking should be 
regarded primarily as a test of the system of internal 
control. The physical and accounting controls neces- 
sary for stock are, like all other controls, the responsi- 
bility of management. Physical stocktaking — whether 
done once a year or by perpetual inventory — is just 
one control in the wider system relating to stock. 
Nevertheless it is an important control and, in some 
smaller businesses, perhaps the only one. 'lhis is 
the reason why physical stocktaking should receive -. 
particular attention from the auditor. The auditor 
must reasonably satisfy himself, not only as to the 
value placed on stock, but also as to the accuracy of 
its quantity and condition. This does not mean that 
the auditor has to ‘take’ stock or ‘supervise’ physical 
stocktaking; this is done by his client's organization. 
The auditor's purpose in attending at physical stock- 
taking is to inform himself, by observation and 
inquiry, of the effectiveness of the methods of stock- 
taking and the extent to which he may reasonably 
rely on his client's stock records, including stock 
sheets, as to the quantities and condition of the 
asset. 

If he is to apply the procedure of attendance at 
and observation of physical stocktaking effectively 4 
the auditor must first inform himself fully of the 
measures that his client is going to adopt in this 
matter and decide whether they appear to be satis- 
factory or not. When he attends, in addition to observ- 
ing stocktaking generally so as to determine whether 
the work is being carried out properly and in accord- 
ance with his client's instructions, the auditor will 
call for some specific counts or recounts to be made 
under his immediate gaze, or he may make some 
counts himself. In making or requiring these physical 
tests to be made he is not, and does not pretend to 
be, taking stock. He is doing no more than making 
such tests as, in his own discretion, he-thinks neces- 
sary to satisfy himself that the stocktaking routine is 
in fact sound and its results reliable. As with all his 
other procedures, the precise tests made, and their 
extent, will depend on the particular circumstances Ey 
of the case. í 

When perpetual stock records are maintained, and 
physical counts of individual items are made from 
time to time so that the quantity of each item on 
hand is compared with the related stock record at 
least once in each year, the auditor may call for 
physical tests of stocks to be made under his observa- 
tion at any date or dates selected by him, in. order 


Р ~ 


ТНЕ 


October 29th, 1960 


to satisfy himself as to the accuracy of the perpetual 
stock records and the reliance that may be placed 
on them as evidence supporting the stock shown in 
the balance sheet. 
For stock which in the ordinary course of business 
is in the hands of third parties, direct confirmation 
in writing from these custodians will normally be 
acceptable. But when the amount of such stock is a 
significant proportion of the current assets, or total 
assets, additional inquiries should be made to satisfy 
the auditor regarding the bona fides of the situation. 
By adopting the procedure of attendance at and 
observation of physical stocktaking the auditor does 
not escape the need to make other tests on stock. 
This procedure, important and useful though it is, 
is only one of those that the auditor can apply. 
Except in so far as it enables him to see for himself 
what steps are taken to segregate damaged, sub- 
standard, obsolete or redundant items, it will not 
be of direct help to him in considering the value 


_ placed on the asset. 
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The value that is placed on stock is of no less 
concern to the auditor than is its physical existence 
and ownership. The details of the basis used to 
arrive at this amount can be expected to differ 
between one type of business and another, but the 
underlying principles should be constant. These 
require that — except in special cases where it is the 
established custom to do otherwise — the amount at 
which stock is stated should be based on the lower of 
cost and realizable value or on the lowest of cost, 
realizable value and replacement price. The basis 
used should be appropriate to the business and 
should be consistently applied from one period to 
another. These general principles are easily stated; 
their practical application is more difficult. 

There are several methods which can be used to 
calculate the cost of stock, without departing from 
the definition of the cost of acquiring raw materials 
together with the expenditure incurred in bringing 
them to the state and location they are in at the 
balance sheet date. Unit cost, average cost, first in 
first out, standard cost and other methods are all 
in wide use and all have their merits. Where work 
in progress and finished stocks are concerned the 
extent to which overhead expenditure is, or is not, 
included will often vary. Which precise methods of 
calculating the cost of stock are more equal than 
others will depend on particular circumstances. 

The fact that there are different methods of calcu- 
lating the cost of stock, any of which may produce a 
different answer, should not, in my view, worry the 
auditor too much; nor should the fact that there 
may be a choice open between realizable value and 
replacement price when it is necessary to reduce 
stock to a figure that is below its cost. The auditor is 
concerned, not so much with the relative merits in 
theory of one method against another, as with the 
practical effect of whatever method is actually used. 
If, in the case before him, the method that has been 
applied gives a fair and reasonable result, he need 
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not concern himself greatly with the results that 
would have been produced by others. What he has 
to do is to satisfy himself that the method used is 
one that is suited to the business, produces a fair 
result and does not materially distort the true trend 
of profits or the financial position shown by the 
accounts. Consistency in the basis applied can be 
more important than exact theoretical excellence. 


Conclusion 


Àn accountant in practice exists to give service. He 
does not possess an inalienable right to receive fees 
year by year from his clients. Only if he provides 
good service can he expect to find his clients pre- 
pared to employ him. So far as audits are concerned 
a client may welcome this service, or he may regard 
it as an unfortunate necessity. Whichever his attitude, 
the client will want the service provided in the most 
economical manner that is possible and compatible 
with good quality of work. An auditor can only 
hope to act both efficiently and economically if he 
approaches his work in an intelligent manner and 
with a proper understanding of the purpose of what 
he is doing. If his approach is mechanical and 
unthinking, his work will either be excessive in detail 
or directed to the wrong end, and probably both. 
If, on the other hand, he gives proper thought to 
what he is doing, he will be able to eliminate much 
tedious detailed checking and at the same time give 
service of higher quality that can earn the respect of 
his client. 

What I have said in this paper can perhaps be 
summed up quite shortly. Difficult though it may be 
not to do so at times, an auditor should never 
approach his work as just another piece of routine. 
In doing an audit he must think all the time; must 
realize exactly what he is trying to do; and just how 
the particular procedures that he applies fit in to 
help him attain his purpose. He cannot expect to 
select the proper procedures, and apply them 
effectively, unless he has first correctly defined and 
analysed the problem he is facing. I have given it 
as my opinion that too many auditors at present 
indulge in too much detailed checking of books and 
records, This does not mean that all detailed checking 
is unnecessary. Some will always have to be done, 
and its extent will depend on the circumstances of 
the particular case. It should, however, be limited to 
the minimum necessary. It does not follow that, by 
cutting out unnecessary detail, auditors can make 
their work easier. It will always be harder to work 
intelligently than to work by rote. The degree of skill 
and competence shown by individual auditors will 
never be uniform, but if they approach their work 
with a clear understanding of its purpose and the 
way in which that purpose can best be attained, all 
of them can contribute to a general improvement in 
auditing standards. None, I hope, will deny that 
there is room for such an improvement. 


(Concluded.) 
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Weekly Notes 


Investing Abroad 


NVESTING money in a country different from 

one’s own presents many uncertainties, not the 
least of which is the tax treatment of the income, 
both where it arises and where it is received. Some 
working knowledge of the tax systems of both 
countries is an essential. 

With commendable enterprise, Messrs R. Mees & 
Zoonen, bankers and insurance brokers, of Rotter- 
dam, have commissioned from the International 
Bureau of Fiscal Documentation a booklet which 
supplies data of the tax legislation in twelve different 
countries, dealing with the situation where income 
from investments in one country is paid to residents 
in any of the eleven other countries. The booklet has 
twelve chapters, one each for the six Common Market 
countries and Canada, South Africa, Sweden, 
Switzerland, the United Kingdom and the United 
States of America. Each chapter is in three parts; one 
on the taxation of corporate profits in the country 
concerned, one on the taxation of investment income 
paid to residents of that country, and one on the 
taxation of such income when it is paid to non- 
residents, i.e. taxation by both the paying country 
and by the receiving country. The first two parts 
thus lead up to the third part, which is the most 
significant part as far as the foreign investor is 
concerned; although, of course, he will naturally 
want to know such things as the total burden of tax 
on the company in which he has invested, and the 
way in which residents in the foreign country are 
taxed on similar income, so that he can see whether 
he is suffering discrimination as a non-resident. 

Naturally, the booklet is not comprehensive but it 
supplies a remarkably large amount of information in 
a lucid form and in small compass. 


B.C.A.C. Reconstituted 


HE rapid growth of automation, which com- 
prises computation, process control and data 
processing generally, led to a decision in April 
1957 by some twenty societies and institutions having 
interests in these fields, or in their social and econ- 
omic implications, to set up a central organization to 
provide more effective liatson between themselves, 
to be known as the British Conference on Automation 
and Computation. The Conference was divided into 
three autonomous groups, as follows: 
A. The British Group for the Engineering Appli- 
cations of Automation. 
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B. The British Group for Computation and Auto- 

matic Control. | 

С. The British Group for the Sociological and 

Economic Aspects of Automation Techniques. 

In the light of experience it has now been decided “ 
that the Conference would operate more effectively 
under a central council and, accordingly, the groups 
have agreed to merge in a reconstituted organization. 
The objects of the Conference are stated as follows: 
(а) to stimulate interest in, to spread knowledge of 
and to foster the development and applications of 
automatic control and computation; (b) to afford a 
common meeting ground for the adhering organiza- 
tions whereby such of their activities as fall within 
the purview of the Conference can, if they so desire, 
be co-ordinated and extended; (c) to encourage and, 
if desired, to co-ordinate the presentation at inter- 
national conferences of British papers whose subjects 
fall within the purview of the Conference; (4) to 
maintain, as may be desirable, liaison with other 
countries which support such international con-~_ 
ferences. 

The new body comprises thirty-one constituent 
societies which include: The Association of Certified 
and Corporate Accountants, The Institute of Cost 
and Works Accountants, The Chartered Institute of 
Secretaries, The British Computer Society, The 
British Institute of Management, and The British 
Productivity Council. 

Sir Walter Puckey, M.1.PROD.E., F.B.1.M., has been 
elected chairman of the Conference with Mr 5. M. 
Rix, Е.С.1.5., Е.С.А., as honorary treasurer and Mr 
W. К. Brasher, C.B.E, M.A., M.LE.E, secretary of 
'The Institution of Electrical Engineers, as honorary 
secretary. 


B.B.C. Portrait of an Accountant 


HE next broadcast in the "Professional Portraits' 
series on the B.B.C. Home Service is to be given 

on Sunday evening, October 3oth. Under the title 
of ‘A tune on the old tax fiddle’ — surely a rather 
facetious one in what has hitherto been a serious 
feature – it appears to be the intention to give the 
public an idea of one aspect of the work of an 
accountant. ‘This’, states the B.B.C. in a news release, 
‘is more than an impression of an accountant at 
work, which its place in the “Professional Portraits” 
series may imply. It is a knowing account of the 
bringing to heel by one of Her Majesty's Inspectors 
of Taxes (played by Michael Hordern) of a trader 
(John Slater) whose income tax returns do not seem 
to be all they should.’ The part of the accountant is 
to be played by Carl Bernard. . 

The script is by Mr Ronald Hardy, a.a.c.c.a., 
who six months ago forsook public practice for 
professional authorship. His novels so far published 
include A Place of Fackals and Kampong. 

Doubtless many critical accounting ears will be 
tuned in to “Home (330 m. or 93:5 mc/s)’ at 9 o'clock 
on Sunday evening. 
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THOMAS TILLING have 
their eggs in many baskets 


THOMAS TILLING have a wide variety of interests 
spread over twenty-eight companies. They em- 
brace publishing, glass-making, engineering, 
insurance, textiles, building materials, car 
distribution, electrical equipment, and many 
other industries. 


Are your eggs all in one basket? 


Will you be faced with the problem of death 
duties? If you have a sizable business with ex- 
cellent prospects and management, and wish to 
Share your responsibilities and anxieties, talk 
to THOMAS TILLING. Their companies are hand- 
picked. They are a Family of Firms. Under 
TILLING’S wise guidance you will go from 
strength to strength. 


THOMAS TILLING 
LIMITED 


Crewe House Curzon St., London М.І 


Board of Directors: 
W. LIONEL FRASER (Chairman) 

PETER H. D. RYDER (Managing Director) 
GRAHAM G. THOMPSON (Deputy Managing Director) 
LORD BRABAZON OF TARA | SIR WILLIAM CHRISTIE 

SIR GEORGE BRIGGS | GEOFFREY C. R. ELEY 
KENNETH H. CHAPMAN | SIR JOHN ELLIOT 
JOSEPH R. MILLBOURN 


NS 





REGINALD O. A. KEEL (Secretary) 
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ACCOUNTING MACHINE 




















Monroe President brings together for the first time many vital 
trends in accounting machine development 


The incorporation in one compact instrument of so many advanced 
features has resulted in an accounting tool of unparalleled versatility. 
Yet these features are so well integrated that operators can be 
trained in a shorter time than ever before, and performance stan- 
dards are exceptionally high. The planned versatility and automatic 
accuracy of the President enable it to take over a wide range of 
accounting procedures from far more expensive machines, and to 
perform them faster and more economically. 


Open flexible keyboard - operating bar governs all types of operation as required by 
the programme · reverse bar instantly corrects errors * automatic flexible dating 
keyboard and rotary - automatic carriage opening and closing > true credit and debit 
balances * side-by-side posting feature for dual jobs > 8 to the inch characters · 
subtract figures in red with a minus sign - automatic totals and subtotals by 
programme - fast, smooth, front feed and positive, easy, journal feed, with automatic 
Stop to indicate end of sheet or roll - countrywide sales and service. 


MONROE CALCULATING MACHINE COMPANY LIMITED 
Bush House, Aldwych, London, W.C.2. COVent Garden 0211 
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8N is one of a 
whole series of fully 
automatic models. 
Accountants, 
statisticians, research 
analysts, engineers, 
find figurework faster, 
more automatic, with 
Monro-matic machines. 


» 


400 is today's most 
advanced full keyboard 
adding machine with 
Velvet Touch key 
action. Single or grand 
total, front feed, and wide 
carriage adding machines 
are also available in 

varied keyboard capacities. 
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LA 9 is a small, 
easily portable, 
electric calculator... 
a personal tool for 
everyone whose job 

includes figure work. 
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: Advanced Technical Features Bring 


Monroe-Accuracy To Every Accounting System 





MONROE CALCULATING MACHINE COMPANY LIMITED 
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NEVER 


BEFORE 


Many a man who smokes a pipe has never smoked 
Exmoor Hunt in it. And that, Exmoor being what 
it is, is a great shame. 

We think you'd enjoy Exmoor Hunt as you've never 
enjoyed tobacco before. We could be prejudiced, of 
course, but there are lots of people besides ourselves 
who feel the same about it. 

Exmoor Hunt is a mixture. A remarkably good 
mixture. Popular. And deservedly so. 


U 
Я Not that there's anything new about Exmoor Hunt. 
It is simply an extra-mellow mixture of fine quality 
tobaccos blended with more than ordinary skill. Try it. 
We think Exmoor would soon stake its claim to your very 
best pipe. 


Broad or Medium Cut 
10z-4/93 2025-9/7 


EXMOOR HUNT 


THE EXTRA MELLOW MIXTURE 


EXIS 
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ANOTHER 
SUCCESSFUL YEAR 


Mr ISAAC WOLFSON, 


Chairman and Managing Director 


THE GREAT UNIVERSAL STORES LIMITED 


in his Statement for the year 
ended 31st March, 1960, said: 





FINANCIAL RESULTS Trading Profit for the year is £27,167,995, a new record, being an increase of 
FOR THE YEAR £2,598,793 over that for the previous year. This is the result of savings in 
administration coupled with higher sales which were achieved by every one of our seven major 
trading divisions. Total Group Sales for the year likewise constitute another new record, 


DIVIDENDS The total dividend paid and recommended on the Ordinary and ‘A’ Ordinary 
AND APPROPRIATION Stock of the Parent Company is 373 per cent, less tax, amounting to £5,304,022. 
OF PROFITS This is an increase of 24 per cent on the previous year, and it is payable upon 
larger capital as a result of a Scrip Issue of one ‘A’ Ordinary Share of 5s for every ten Ordinary or 
‘A’ Ordinary 5s units held, made on 10th November, 1959. The effective increase in dividend is 
therefore 5-7 per cent, 

The profit retained in the business amounts to £6,884,031, so that the above dividend is covered 
2-3 times by net distributable revenue. 


OUR CUSTOMERS Service to our millions of customers is the key to further success. All our plans 
and actions have this as the goal. 

Today we have on our books over eight million active accounts. In addition there are many 
thousands of customers buying from us every day on cash terms. We know that a large proportion 
of our customers come from families who have shopped with us for many years, We proudly offer 
them an organization of 2,675 stores, shops and depots at home and overseas, all keen to render 
them the best that they can. 


CONCLUSION We continue to look ahead and plan for the future with a powerful and pro- 
gressive organization at our command. I believe that full employment, high wages, and rising pro- 
duction are good for all, and that the prosperity of your Company will continue as the country’s 
economy expands. Sales for the current year to date are in excess of the same period last year and I 
subject to unforeseen circumstances I am hopeful that the earned profits for this year will be no less 
satisfactory than those now placed before you. 


XO 





Year rote pea : alg c nds Profit. 
suc March | O reang” | e no Stockholders | "азана" 
qete and. of G.U.S. Ltd. 
Comparative £ £ £ А z | 
8,161,150 658,483 345,67 | 1,972,928 | 18,025,481 
Figures 10,007,555 740,654 414784 | 2,450,892 | 21,527,186 | 
1951 1960 11,443,390 748,486 792,615 | 2,462,142 | 25,649,539 H 
15,541,292 781,312 1,408,646 | 3,410,750 | 33,420,756 | 
H 18,923,479 973352 2,927,438 | 5,008,376 | 50,433,226 i 
20,273,185 | 1,298,191 3,438,170 | 4,835,402 | 56,987,120 
21,630,137 | 1,429,265 3,620,915 | 5,165,349 | 66,549,234 
23,193,764 | 1,925,308 3,950,579 | 4,836,268 | 75531767 
24569202 | 2,159,979 4506935 | 5,206,614 | 81,650,092 
27,167,995 | 2247334 5,445,887 | 688403! | 98,252,685 
X .— THE GREAT UNIVERSAL STORES LIMITED 5 
pe Operating 2,675 STORES, SHOPS, WAREHOUSES, FACTORIES & DEPOTS throughout THE UNITED KINGDOM & OVERSEAS 
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undertaken a series of inquiries into the size of com- 
panies, the structure of industries measured by 
employment and turnover and also inquiries into 
capacity and output. In investigations of this kind 
-“there are always difficulties of definition. Despite 
such problems, however, there is a growing interest 
in the measurement of what passes for full capacity 
in industry. Such investigations as the regular 
inquiries by the Federation of British Industries into 
the utilization of capacity have sharpened industrial 
interests in statistical investigations of this nature. 
The problem of surplus capacity is, of course, par- 
ticularly relevant at the present time when it is of 
crucial concern for the economy as a whole that there 
should be a certain proportion of industrial capacity, 
as it were, reserved for the export trade. What that 
proportion should be must vary from industry to 
industry, but if norms can be established for such 
proportions it is then possible to go on to investigate 
how far they are being fulfilled. For example, at the 
_« present time there is a possibility in some industries 
“that the difficulty of finding export markets will 
create unused capacity which could be used to make 
goods for the home market. In the absence of accurate 
statistics of capacity, it is dangerous doctrine to 
suggest that capacity should be used for increasing 
deliveries to the home market when exports are 
flagging. If, on the other hand, statistical information 
is reliable on this subject, there are obviously occa- 
sions when it is right economic policy for industry 
to make for the home market, at least temporarily, 
until exports can be further increased. 


The Bankers’ Dinner 


HE Chancellor of the Exchequer, the Rt. Hon. 
R Selwyn Lloyd, M.P., speaking at the Mansion 
House last week, said that the current restrictive 
measures will be eased as soon as the Government 
thinks it safe to do so in the interests of the economy. 
How soon that will be depends upon the rate of 
investment and the growth of exports. The Chancellor 
is still concerned about the impact of higher wages on 
the cost structure and he clearly does not yet think 
that the danger of inflation is over and that restrictions 
can be dismantled to give the home market complete 
freedom to go ahead and use up available industrial 
capacity. 

He is clearly reasonably satisfied with the rate of 
investment. Of recent months there has been every 
indication that the impetus in the economy has 
passed from consumer goods to capital goods – а 
change to which those responsible for national 
economic policy have been looking forward for some 
two years. On the score of exports the Chancellor is 
obviously more concerned. The recent announce- 
ments by the Government to help boost exports, 
mentioned in another note on this page, show the 

b. preoccupation which the Government feels at the 
present time as regards the export drive. The prob- 
lem with exports is that unless there is an immediate 
and drastic step taken, such as the change in the value 
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of currency, a stimulus to exports whether it is by 
exhortation or incentive, takes a certain amount of 
time to have any effect. At a time when the United 
States economy is balanced precariously between 
boom and recession and the industrial economies of 
Western Europe are showing some sign of approach- 
ing the peak of their own particular boom, the 
prospect for exports is bound to be problematical. 


Exports — and Better Credit Terms 


HE President of the Board of Trade has asked 

the President of the Federation of British In- 
dustries, Sir William McFadzean, c.a., to take the 
lead in bringing about the formation of an Exports 
Council for Europe. After consultations with similar 
national bodies, Sir William has agreed to this 
request and has accepted the chairmanship of the 
new council for three years. If the new organization 
is as successful as the Dollar Exports Council it will 
do well. That Council has shown that the organization 
of the export effort need not be just a matter of 
creating another committee; it has shown both 
enthusiasm and imagination. 

Speaking to the British and Latin American 
Chamber of Commerce on Thursday last week, the 
President of the Board of Trade announced important 
changes in the discretion which will now be available 
to the Export Credits Guarantee Department in 
granting credit for export sales. While standing by 
our undertakings under the Berne Union, the Presi- 
dent of the Board of Trade said that we were not in 
Britain prepared to see our own exporters left 
at a disadvantage. In consequence, the E.C.G.D. is 
now authorized to ensure credit on the longer maxi- 
mum terms in particular cases where this is necessary, 
to allow United Kingdom exporters to match terms 
offered by a foreign competitor. This does not mean 
that Britain will take the initiative in lengthening 
the terms of credit. Each case will be considered on 
its merits, and the policy will not apply to countries 
where we are already giving long-term financial 
assistance to the limit of our resources. E.C.G.D. will 
not pay less attention to the credit-worthiness of the 
buyer and will continue to exercise a proper control 
over the total volume of liabilities they will accept 
in any given market. 

'This means that the E.C.G.D. will be able to 
grant credit in acceptable individual cases longer 
than a five-year period. How long a period remains 
to be seen, but there is clearly a limit beyond which 
the Department should not, in common prudence, 
go. What this figure is remains to be seen, but it 
must clearly be nearer fifteen years than ten years 


or twenty years. 


Director's Dual Positions 


N Lee v. Lee's Air Farming Ltd, reported in The 
Times of October 12th, the aspect of dual positions 
occupied by a director in a company was considered 
in an appeal to the Privy Council from a judgment of 
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the Court of Appeal of New Zealand. Lee, who was а 
director serving as chief pilot, was killed in an air- 
crash in the course of duties carried out for the 
respondent company of which he was a sole governing 
director and controlling shareholder at the time of the 
mishap. A benefit claim of £2,430 was made by the 
widow and the four children. 

The court below had rejected the appellant's 
contention that her husband was a ‘worker’ within 
the meaning of the Workers' Compensation Act, 1922, 
of New Zealand, namely, any person who has entered 
into or works under a contract of service with an 
employer. By comparison with the United Kingdom, 
a contract of service determines similarly whether a 
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person is employed in an insurable employment. 
The respondent company paid Lee wages for piloting 
the company's aircraft, kept a wages book for record- 
ing such wages, the work done being at the request of 
farmers who contracted with the company alone. 

In allowing the appeal, the Board held that since 
the respondent company was shown to be a real and 
distinct legal entity (see Salomon v. Salomon & Co 
(1897) A.C. 22, 33 (H.L.)), the fact that Lee was its 
sole governing director did not stop him from entering 
into a contract of service with his own company. 'T'his 
authority is in line with Section 54 (1) (b) of the 
Companies Act, 1948, and it shows clearly the extent 
of holding dual positions in a company. 





This is My Life... 
by An Industrious Accountant 


CHAPTER 48 


STERDAY was a leisurely day for once, with 
some free time at midday, so I decided to pore 
over some old invoices for our new building, to study 
the capital-or-revenue angle. Normally, I'd just send 
for the particular invoices, but just for a change, I 
felt like browsing through the paid accounts file 
and seeing the details of past transactions. The 
ledger clerk, old Fred, seemed rather to disapprove. 
He obviously felt it rather infra dig for the secretary 
to see his records, or perhaps he disliked having his 
privacy disturbed. He's been with us a long time and 
behaves like an independent monarch sometimes. 

With my one-time auditor's instinct reviving, I 
was mentally noting the discounts allowed us, when 
a statement for £800 odd from Smith & Co brought 
me up short. No discount . . . paid in full. But 
Smiths give 3$ per cent for payment within seven 
days of invoice date, and their works is scarcely 
thirty miles away, so why the delay? They’d hardly 
have penalized us for a time-lag in transit... 
perhaps the consignment was mislaid in our general 
stores department and perhaps Accounts were late 
with payments and were jeopardizing our discounts. 
But the invoice was dated the 6th ultimo, the 
attached flimsy duplicate from stores receipt book 
was dated the 18th for arrival of goods. I decided to 
investigate. 

There seemed to be a couple of similar cases also, 
so in the solitude of lunch-time, I glanced through 
our suppliers’ ledger cards. These confirmed the 
position; we were definitely losing some discounts, 
a cardinal crime in any accounts section. Moreover, 
many of the cards bore no entry in the discounts 
Memorandum column; no wonder we were lax if 
old Fred’s memory was slipping. 


In pensive mood, I visited our stores office later 
and the receiving clerk, proud of his up-to-date 
system, cheerfully showed me his receipts book. 
Suddenly alarm bells sounded, metaphorically speak- 
ing. That bundle from Smith’s was entered here as 
arriving on the 8th of the month, while the flimsy in 
my pocket was clearly marked ten days later. There 
were other similar cases also. 

Appalled inwardly, bluffly cheerful outwardly, I 
rang Smiths’ accountant to chat over discounts and 
suggest he give us 5 per cent for payment within 
three days. He was rather tickled at the request. 
‘What sort of system have you over there at all, at 
all? he inquired. ‘Sure if it wasn’t for old Fred’s 
persuasiveness you wouldn’t even have had the 
3$ per cent these last couple of times; that boy 
rushing in late with the gross cheque and blarneying 
for his discount from the cashier to save himself 


from being murdered entirely.’ He chatted on com- . 


panionably, but my mind wasn't with him. Two and 
two had made four all right; cash debtor to discounts 
receivable . . . no entry. 

I watched old Fred coming in, shoulders back, 
spiked white moustache shining, a likeable and 
imposing figure, and in silence I laid before him the 
receipted statement and the forged slip. He looked at 
them in mild surprise. ‘Smith’s last account, sir, I 
fancy. Was there anything particular about it? Come 
to think of it, I wonder did I remember to enter 
that discount?' 

His manner was perfect, his glance of inquiry 
impeccable. Then, suddenly, the strain told. His lower 
lip commenced to tremble violently, uncontrollably; 
he caught it in his teeth; his knuckles gleamed white 
as he clutched the chair to steady himself. 

I said I'd spoken to Smith's, but it wasn't really 
necessary; he made no defence; he looked strangely 
shrunken and limp. We looked at each other in 
silent, mutual misery; there was enough in black 
and white to damn him. What says Fitzgerald? 

"The moving finger writes, and having writ 

Moves on, nor all your piety nor wit 

Can move it back to cancel half a line, 

Nor all your tears wash out a word of it.' 


М. 
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. Finance and 
Commerce 


No Qualcast Turnover 
A about this time last year (November 7th issue) 


the reprint gave the accounts of Qualcast Ltd, 


‘the largest light repetition ironfounders in Europe 
and the largest lawnmower manufacturers in the 
world’, Mr J. E. V. Jobson, the chairman and great- 
grandson of the founder of the business, was asked: 
“Why no turnover figure?’ The figure, it was pointed 
out, could be calculated at £9-8 million from inform- 
tion provided under ‘How we have spent the 
customers’ £1’ - as Mr Jobson later admitted. Why 
not therefore give it in a direct manner instead of 
indirectly? 

But Mr Jobson in his latest report to June 3oth, 
1960, remains unmoved, and for turnover it is still 
necessary to apply the art of arithmetic to the 
breakdown of the customers’ £r. 

Mr Jobson is known to readers for the words of 
wisdom at the foot of each page of his report. One 
this year is: "To resist change is like holding your 
breath – if you persist you will kill yourself’. 

May the great-grandson of the founder of the 
business continue to delight us with his solid indi- 

. Vidualism, but he should be the first to apply the 
p lessons his aphorisms convey. 


3 
Т 
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The На -уеаг 


In his review this year, Mr Jobson asks: “Why 
cannot we have an easing of taxation on export 
business, say, in proportion to the percentage of 
exports achieved.’ Evidently, he has a soft heart 
for the accountancy profession. He is reported to 
have been asked at his Press conference how he 
would deal with Qualcast products exported indirectly 
by other manufacturers — ‘Every British car includes 
at least one Qualcast component’ ~and to have 
replied that it would present no great difficulty. 
One can visualize other manufacturers of com- 
ponents for the  motor-and other – industries 
making similar claims: tyres, bumpers, electrical 
requipment and so on. What fun and games there 
would be in sorting out and certifying whose export 
k- whose! 
у But there is another angle. If the Qualcast account- 
ing machines can sort out this information, how 
simple, surely, it would be for them to provide 
shareholders with profit figures, at least half-yearly. 
Mr Jobson last year said half-year profits might 
give a wrong impression because of seasonal influences, 
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But, as this column pointed out at the time, figures 
can be explained and like half-years compared with 
like. 

“Го resist change is like holding your breath.’ 


Writing Up 

NNOUNCING a ‘one for one’ capitalization 

issue, the directors of Sterling Trust Ltd stated 
that, in view of the very large appreciation of the 
market value of the investments of the company over 
their book cost, they had written up the book value by 
£14 million so as to show the investments at a figure 
which was still very conservative but was somewhat 
nearer their real value. At the end of 1959, the 
value of investments showed an appreciation of 
£7,805,111 over a book value of £5,536,541. The 
writing up is therefore a conservative operation as 
the directors state. ' 

'The capitalization issue will mean the issue of 
1,640,625 new {1 ordinary shares and will be met 
by capitalizing the whole of the existing share 
premium account of {246,094 and £1,394,531 of 
the new £14 million of capital reserve created by 
the writing up. The operation will leave a balance 
of £105,469 in the capital reserve. This operation is 
an instance of the ability of investment trusts to 
reveal and capitalize hidden reserves. 


Employees! Share Problem 


OWEVER well-intentioned the original exercise 

might be, the issue of restricted shares to 
employees is apt to prove awkward later on. The 
directors of Manders (Holdings) Ltd, a paint, 
varnish and printing ink company in Wolverhampton, 
are facing up to the capital problem posed by the 
issue, some years ago, of 20,000 ХІ shares to em- 
ployees. Dividend was geared to the ordinary pay- 
ment and the shares are currently entitled to 254 per 
cent, but under the terms of their issue the employees' 
shares can only be redeemed for cash at par. 

A plan has now been worked out for dealing with 

the problems posed by this stop on capital apprecia- 
tion and by the restriction of the issue to 20,000 
shares. Holders of the shares are to be offered 
redemption at par, but are also to be offered the 
opportunity of reinvesting the cash proceeds in 
applying for fourteen 5s ordinary shares in the 
company at 75 2d a share for every five employees' 
shares held. The offer price compares with a market 
value of 27s 6d for the ordinary in the 5s form into 
which the present 10s shares are to be split. Ordinary 
shareholders are to receive a 'one for four' scrip 
issue. 
‘On the basis of a forecast 18 per cent dividend – 
an interim of 5 per cent having already been paid - 
the loss of income to the holder of every five em- 
ployees’ shares is 6s a year, but the realizable gain is 
£14 5s. The operation is an interesting solution to a 
difficult problem. 
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CITY NOTES 


PECULATION in gold is currently the most 

interesting development in the City’s markets. 
Boiled down to its essentials, the speculation is based 
on the assumption that if the Democrats win the 
American Presidential election they may be more in- 
clined, as a Government, to break away from the 
Republican line of a fixed dollar gold price of $35 an 
ounce, even though any move upwards from that 
line would mean devaluation of the dollar. 

Even the speculators taking this view are prepared 
to admit that any such action by a newly-elected 
American Government must be considered unlikely 
but, at the same time, the prospect of some eventual 
increase in the fixed gold price has been enough to 
touch off gold-buying on an unprecedented scale. 
The price has been as high as 290s an ounce against 
an equivalent of 250s an ounce on the $35 fixed 
price basis. 

Restrictions on gold buying and holding by 
United Kingdom and sterling area residents being 
completely prohibitive, it has been left to the 
Continent — and in particular the Swiss — to dominate 
the gold market, but the Swiss have not been exactly 
unwilling to allow gold on to the market when the 
price has been temporarily above the 2805 level 

Preoccupation with gold, however, has not pre- 
vented concern at the trend of home economic 
affairs and the September trade figures were hardly 
such as to harden the view that the present curbs on 
credit can be legitimately eased in the near future 
even if external monetary conditions may allow sóme 
marginal reduction in Bank rate. 
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RATES AND PRICES 
Closing prices, Wednesday, October 26th, 1960 


Tax Reserve Certificates: interest rate (29.6.60) 34% 


Bank Rate 
Sept. 19, 1957 7% Aug. 14, 1958 4395 
Mar. 20, 1958 69, Nov. 20, 1958 496 
May 22, 1958 54% Jan. 21, 1960 596 
June 19, 1958 5% June 23, 1960 6% 
Treasury Bills 
Aug. 19 £5 115 878d% Sept.23 £5 9s 1o'25d"5 
Aug. 26 £5 11s grosd% Sept. 30 £5 11s 3'654% 
Sept. 2 £5 11s 9°33d% Oct.7 £5 115 3°52d% 
Sept. 9 Ls 105 2'264% Осі. 14 £5 95 635d% 
Sept. 16 £5 10s 2'144% Ос. әт £5 6s 63844 
Money Rates 
Day to day 48-52% Bank Bills 
7 days 5-54% 2 months 53-5 4% 
Fine Trade Bills 3 months 51—5 fr 96 
3 months 61-795 4. months 5i-5d % 
4 months 61—796 6 months 53-58% 
6 months 64-74% 
Foreign Exchanges Ы 
New York 2°81}-+; Frankfurt 11:731-i 
Montreal 2774$—75$ Milan 17452-6 
Amsterdam 10°60 Oslo 20*041— 
Brussels 139:983-&1 Paris 13798-1 
Copenhagen  19°36%--37 Ziirich 12:10$—11 
Gilt-edged 
Consols 24% 46 Funding 4% 60-90  87ixd 
Consols 495 681 Savings 24% 64-67 Sed 
War Loan 3396 6oixd Savings 3% 55-65 93 
Conversion 34% боў Savings 3% 60-70 28d 
Conversion 34% 1969 843 Savings 3% 65—75 yh 
Exchequer 54% 1966 994 ‘Treasury 24% 44% 
unding 3% 82% Treasury 34% 77-80 73% 
Funding 3% 59-69 81 Treasury 34% 79-81 727 


Funding 34% 99-04 65% Victory 4% 931i 





Reviews 


Saving in a Free Society 


by J. ENocH POWELL, M.B.E., м.р. (Hutchinson & Co 
(Publishers) Ltd, London. 215 net). 


This brief study of the course and pattern of savings 
in the United Kingdom during the years since 1948 
reflects credit both on the author and the Institute 
of Economic Affairs which sponsored it, The author 
describes the various sources of private saving and 
notes that since 1952 life assurance and superannua- 
tion funds together have contributed about one-half 
of the total personal saving. An important source of 
investment are the retained profits of companies and 
Mr Powell is not enthusiastic about this development, 
arguing that it can lead to expansion of the firm 
beyond the economic optimum. The onus of self- 
justification for the recent high degree of retention of 
profits should, he contends, be with the company. 


Commenting that the rate of saving has been sensi- 
tive to changes in the tax burden, the author remarks 
that professions of any Government to wish to promote 
personal saving need not be taken over seriously as 
long as taxation of incomes is unchanged or increasing] 
His views on the various forms of National Savings 
are not new; the attractions of National Savings 
Certificates for surtax payers and their families have 
long been stressed. Mr Powell adds the point that it is 
the switching between various Government stocks by 
this type of investor which leads to variations in what 
the authorities have believed is the propensity of the 
‘small’ saver to save. 

Quite apart from the interesting statistical founda- 
tion upon which much of his argument is based, Mr 
Powell has performed a most valuable service. Those 
who agree with his views on society and government 
will enjoy his pertinent comments and those who 
disagree will need to re-examine the basis of their 
thinking. The book was finished before Mr Powell 
became a member of Mr Macmillan's Government; 
it is to be hoped that this will not affect his thinking on 
this important subject. 
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Income Taxes in the Commonwealth 
Volume II. Compiled by direction of the Board of 
Inland Revenue. (Н.М.5.0., London. £4 4$ net). 


. Volume I of this excellent series of digests of the 
income tax laws of members of the British Common- 
wealth contained Parts I and II. Part I dealt with 
thirteen different territories in the continent of Africa; 
Part II with Canada, and with other Commonwealth 
territories in or near the American continent, Volume 
II contains Parts IIT, IV and V. Part III deals with 
countries in Asia, beginning with India, Pakistan and 
Ceylon and ending with Hong Kong and Aden. 
Part IV deals with Australia, New Zealand, and the 
Pacific Islands; and Part V deals with Europe outside 
Great Britain and Ireland, i.e. with Jersey, Guernsey, 
the Isle of Man, Malta, Gibralter, and (although 
strictly it is not in Europe) Cyprus. This last group 
is of special interest to all who assume the burden of 
advising on taxation. Convenient up-to-date accounts 
of taxation in the Channel Islands and the Isle of Man 

^ have not previously been available. Bearing in mind 
the facilities which must be open to the officials who 
have made these compilations, and to the care which 
invariably goes into publications of H.M. Stationery 
Office one can use the book with complete confidence 
that there will be nothing misleading or incorrect in it, 
although, of course, there is inevitably some com- 
pression which might give rise to ambiguity in some 
cases. 

Like the first volume, Volume 1I is in loose-leaf 
form in an attractive binder and one can rely on its 
being kept up to date. It will pay for itself in no time 
in the saving which it offers, as compared with the 
expense of seeking out comparable information from 
such sources as the offices of High Commissioners. 


The Structure of Property Ownership 

in Great Britain 

by E. Vicror Morcan. (Oxford University Press, 
London. 32s 6d net). . 


Estimates of the national income are now made as a 
matter of course as the basis of economic planning, 
but attempts to calculate the national capital have only 
been made infrequently. The major difficulty con- 
fronting the statistician in making such an estimate 
is not only the lack of adequate statistical data, but the 
more important problem of definition. There are four 
theoretically possible methods of valuation: capitalized 
earnings, market value, original cost less depreciation 
and, finally, replacement cost. Each method has its 
problems and each produces a different answer 
because they are measuring rather different quanti- 
ties. A particular problem in the modern economic 
system is the fact that direct ownership of real assets 
is no longer so important as ownership through inter- 
mediaries. For example, the author estimates that 
on average there are three intermediaries between the 
real asset and the ultimate beneficiary. Thus the holder 
of a life assurance policy may have an interest in real 
assets because his life office holds shares in an invest- 
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ment trust which in its turn holds the equities of firms 
owning real assets. 

Professor Morgan builds up an estimate of some 
£28,000 million for what he defines as the national 
wealth by estimating, in successive chapters, the assets 
of the Government, nationalized boards, financial 
and non-financial institutions, as well as charities and 
foreign holders of British property. Although this 
study will interest primarily the statistician and 
economist, it would be a pity if the readership were 
restricted to this group. 


The City 

by PauL Ferris. (Victor Gollancz Ltd, London. 
215 net). 

There are innumerable books which describe the 
many-sided activities of the institutions and indivi- 
duals who make their living within the ‘square mile’ 
which comprises the City, There are nearly as many 
biographies of men who were ‘something in the City’. 
It is a fair certainty that none of them is anywhere near 
as readable as this book by a journalist who can write 
so well that even when one feels that what is written 
is old stuff and just occasionally of doubtful validity, 
one goes on reading. The City professional may 
even dismiss some of Mr Ferris’s work as naive, but 
he is never really unfair and he is often quite amusing 
because he has, somehow or other, caught the atmos- 
phere and, above all, the personalities. 

The chapters on the British Aluminium take-over, 
like that on Harrods and Fraser, will interest many, 
just as the chapter on the events which led to the Bank 
Rate tribunal will entertain. As Mr Ferris so rightly 
observes, the Bank of England has never bothered 
about ‘public relations’. They could for a start ask 
Mr Ferris to write them up; it is difficult to believe 
that the public would not henceforth see that institu- 
tion in a new light. 


Dymond’s Death Duties 


Thirteenth edition, by REGINALD К. JOHNS, LL.B. 
(LoND.), an Assistant Controller of Death Duties. 
(The Solicitors’ Law Stationery Society Ltd, London. 
Two volumes £7 75 per set). 


"The rapid development of estate duty law has forced 
the publishers to produce this new edition of Dymond 
in two volumes. The second volume is confined to the 
statutory provisions and, by comparison with the 
first, is agreeably slim. The innovation is extremely 
welcome. One can read the author’s always illuminat- 
ing comments while having the actual text of the 
statute also before one’s eyes. Moreover, there are 
occasions, unhappily not as frequent as one would like 
them to be, when it is sufficient merely to use Volume 
П. 

Fifteen pages of addenda to Volume І, bring the 
work up to date at December 31st, 1959, while the 
changes wrought by the Finance Act, 1960, are not 
very extensive, nor difficult to follow. It is only by 
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almost daily use that one can realize to the full the 
excellence of Dymond. Although there are over a 
thousand pages in the first volume, estate duty as a 
subject is so vast, and the quality of the commentary 
on it so high, that one always wishes for more. How- 
ever, as the editor says, there are many points on 
which the official view is not yet known, or has not 
even crystallized, so that all are in the dark to some 
extent as to how the Inland Revenue will apply the 
law to a particular set of facts. 

It will be noted that the title refers to death duties 
in the plural. The only death duty now in force is 
estate duty and the two volumes are devoted almost 
entirely to it. However, Chapter II, containing 
eighteen pages, is headed ‘obsolete duties’ and gives 
an account of seven other duties, including the legacy 
and succession duties. 


RECENT PUBLICATIONS 


“TAXATION? Key TO Income Tax AND Ѕовтах, Finance 
Act edition, 1960, edited by Percy F. Hughes. 223 pp. 
84 x 54. Paper covers. 115 net (11s 6d post free). Taxation 
Publishing Co Ltd, London. 
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TAXATION?’ Key то Prorits Tax, sixth edition edited by 
Percy Е. Hughes. 335 pp. 8$ 54. Paper covers. 125 6d 
net (13s 4d post free). Taxation Publishing Co Ltd, 
London. 

Warne RAND-CENT DISCOUNT AND COMMISSION RECKONER, 
bilingual edition, compiled by Cost and Calculation 
Bureau, Cape Town, and edited by Eric Rosenthal. 
120 pp. 6$ X 44. 7s ба net. Frederick Warne & Co Ltd, 
Chandos House, Bedford Court, Bedford Street, London, 
WC2. 

Tue Sun INSURANCE OFFICE 1710-1960, The history of 
two and a half centuries of British insurance, by P. G. M. 
Dickson. xiv 4-324 pp. 94 X 6. 45s net. Oxford University 
Press, London. 

‘Tue DIRECTORY OF OPPORTUNITIES FOR GRADUATES, 1961. 
Editor, Clive Labovitch, M.A.; editorial advisory board, 
С. Е. Escritt, M.A., E. D. Foster and J. E. A. Stuart, B.A. 
зоо pp. 8$ X 6. 8s 6d net (9s 2d post free), free to under- 
graduates in their final year at universities in the United 
Kingdom. Cornmarket Press Ltd, London. Trade dis- 
tributors: Bowes and Bowes (Publishers) Ltd, 42 Gt. 
Russell Street, London, WC1. 

KERLY ом TRADE MARKS, eighth edition by К. С. Lloyd, 
C.B.E., M.A.(CANTAB.), B.SC.(LOND.), J.P. Ixiv-+7o4 pp. 
10 X64. £7 7s net. Sweet & Maxwell Ltd, London. 

NaTroNALIZED INDUSTRY AND Pusiic OwnersHIP, by! 
William A. Robson. 544 pp. 94x64. sos net. George 
Allen & Unwin Ltd, London. 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Salary Discrimination 


Sır,- I would like to draw attention to the experience 
of my friend and myself, both young qualified 
accountants due for release from National Service, 
in finding a position. 

We found that most firms we visited — in the 
profession - were keen to point out that we had 
spent two years away from the profession and were 
therefore stale. It followed that we were not worth 
the usual salary but from {50-{100 p.a. less. The 
following extract from a letter received by my 
friend is evidence of the attitude. 


"We appreciate this is somewhat less than you had’ 


in mind, but as we pointed out at our interview you 


will have some leeway to make up after two years 


out of the profession.’ 

It strikes us as a short-sighted and unfair attitude 

as it 

(а) prejudices young ex-servicemen against the 
profession; 

(b) is unfair in that National Service, although 
necessary to the country’s defence is, from the 
professional point of view, damaging enough in 
itself without having a reduced salary heaped 
on as well; 


(c) is not the normal practice in industry and trade 
generally, so why in a profession that is trying 
to persuade qualified men not to go into 
industry? Is this the way? 


The experiences were obtained in both the 
Merseyside and Birmingham areas, so the attitude 
appears to be fairly widespread. 

I am pleased to say that both my friend and myself 
have secured positions with firms where this attitude 
is not adopted. 

Yours faithfully, 
N/S. A.C.A. 


Practitioners and the Revenue 


Sır, – We act for a private investment company which 
procured unsecured loans from four persons. When 
the accounts, which bore a clean certificate, were 
submitted to H.M. Inspector of Taxes, he asked 
for the names and addresses of the four persons 
concerned and followed this with the remark, ‘Please 
tell me to which districts the four loan creditors 
make their income tax returns quoting their reference 
numbers if possible.' 

We shall, of course, refuse this information on the 
grounds that it has no connection with the settlement 
of the taxation liability of our client company, but 
we are prompted to ask where this type of request 
is to end. It is clear to us that the Revenue are 
endeavouring, whilst settling computations, to obtain 
information relating to the affairs of third parties and 
we shall be interested to learn whether other 
practitioners would share our views if faced with a 
similar request. 

Yours faithfully, 
COUNTRY PRACTITIONERS. 
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IRISH INSTITUTE’S DINNER 


“Mr С. E. Cameron, F.c.a., President of The Institute 
of Chartered Accountants in Ireland, presided at the 
annual dinner of the Institute held at The Grand Central 
Hotel, Belfast, on October 2oth. 

Replying to the toast of “The Institute of Chartered 
Accountants in Ireland’, proposed by the Hon. Mr 
Justice McVeigh, Mr Cameron said: 


‘When our Institute was founded seventy-two years ago, 
the work of chartered accountants consisted almost entirely 
of liquidations, bankruptcies and arrangement matters. We 
were regarded as the undertakers of the business world and 
people were not anxious to be seen in the company of a 
chartered accountant because this would most likely signify 
insolvency. From the undertaker stage, we have now de- 
veloped into something in the nature of the doctor-cum- 
parson of business. We are involved in the birth, marriage 
and death of businesses and also look after their financial 
health and try to promote their economic efficiency. During 
the seventy-two years of its existence, the Institute’s 

membership has increased from thirty-one to almost 1,700.’ 


Mr Cameron continued: 


*Audited accounts are a vital part of the practising 
accountant's work and a-necessary safeguard to share- 
holders but, by reason of their historical nature, they are 
of little use as a tool of management. More and more 
attention is now being given to what in modern jargon is 
called management accounting, that is, the production and 
presentation of accounting information to assist management 


in both the formulation of policy and the day-to-day control 
of business. 

*More than 50 per cent of our members are now employed 
on a full-time basis in industry and commerce or in govern- 
ment and local government service. This is a situation which 
could not have been envisaged by the founders of our 
Institute. Nevertheless, the system of training prescribed by 
our Charter, service under articles with a chartered account- 
ant in public practice, has long been regarded as the most 
suitable method of preparation for any branch of the pro- 
fession. It is now sometimes suggested that the training of 
industrial accountants requires more emphasis on cost and 
management accounting than is at present available to our 
articled clerks. This is a matter which is under active 
consideration by our Council and the recent changes in the 
Institute examination go some way towards dealing with it.’ 


Guests 


Among those present at the dinner were: Mr W. M. 
May, M.P., Е.С.А., Minister of Education for Northern 
Ireland; the Lord Mayor of Belfast; Mr S. J. Pears, 
F.C.A., President of The Institute of Chartered Account- 
ants in England and Wales; Mr Alexander McKellar, 
c.A., President of The Institute of Chartered Account- 
ants of Scotland; Mr J. E. Harris, B.COM., F.A.C.C.A., 
President of The Association of Certified and Corporate 
Accountants; апа Mr W. S. Risk, B.COM., C.A., F.C.W.A., 
President of T'he Institute of Cost and Works Account- 
ants. 


COST ACCOUNTANTS' DINNER 


In the course of his speech at the dinner of 'The 
Institute of Cost and Works Accountants held at 

. Goldsmiths’ Hall, London, on October 18th (briefly 
reported in our last issue), Mr W. S. Risk, B.COM., C.A., 
F.C.W.A., President of the Institute, maintained that 
British industry was facing a great challenge in the 
world today. In his opinion, the extent of this challenge 
was not fully realized by many industrialists and if it 
was to be met successfully, managements would need 
more and more accurate information and they would 
require it promptly. He believed that the successful 
future of the Institute was to a large extent dependent 
upon the manner in which its members were able to 
provide management with this information. 


British Influence on United States Accountancy 


Mr Risk extended a warm welcome to the guests, 
particularly to those from overseas, who included Mr 
George A. Hewitt, President of the National Associa- 
tion of Accountants of the United States. Mr Hewitt 
proposed the toast of the Institute and said that Ameri- 
- can accountants were very conscious of their accounting 
inheritance from Britain. 
Both the Institute of Cost and Works Accountants 
and his own Association had been formed in the same 
year (1919) with similar objectives, said Mr Hewitt. 
Although sharing common birth years and common 
accounting interests, the two organizations had 
pursued somewhat different paths. His own Associa- 
tion, originally founded as the National Association of 
Cost Accountants, was not a professional society and 
there were no professional designations for accountants 


engaged in cost, industrial or management accounting. 
It was because of this that in 1956 the Association 
changed its name. This, he said, followed a similar 
change made by the certified group, previously known 
as the American Institute of Accountants and now as 
the American Institute of Certified Public Accountants. 
Both organizations were thus more fittingly described. 
His own Association, he added, now had over 48,000 
members. 





Mr W. S. Risk (right), with Mr George А. Hewitt. 
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HELPING SMALL PRACTITIONERS 


PRESIDENT’S VIEWS AT HULL DINNER 


"The Council are criticized from time to time for not 
doing something for the small practitioner, said 
Mr S. John Pears, r.c.4., President of The Institute 
of Chartered Accountants in England and Wales, at 
the annual dinner of The Hull, East Yorkshire and 
Lincolnshire Society of Chartered Accountants held 
in Hull on October 2181. 

"This is not for the want of trying,’ he added, ‘and 
I totally disagree that the small practitioner is not of 
immense importance to the profession’. 


‘I believe that chartered accountancy training is neces- 
sary if he is going to give his real contribution to society. 
What is difficult to know is what can we do for the small 
practitioner, I had this out at every group I went to at 
Oxford. 

‘I have not had a single concrete suggestion of what we 
can do other than what we are already doing. We have 
now got a public relations committee and a member of the 
Institute staff allocated to public relations; and I think we 
have done, and will do, everything you want in that direc- 
tion, If you have other ideas, let us have them.’ 


Mr Pears went on to refer to recruitment to the 
profession and the problem of retaining staff, and said: 


‘There is a good deal that we can do with regard to 
literature and contacts with people who are responsible for 
education, but every time you have an interview with these 
people who advise youth you come up against the same 
hard, concrete facts. If you are going to recruit people into 
this profession, if you are going to keep them in the profes- 
sion, you have got to pay them in a way which bears some 
relationship with what they get elsewhere. I am told from 
time to time that this is difficult because you do not get the 
income. You cannot give your clients the service unless 
you have the staff; you cannot give that service unless you 
charge the fees, a nasty but realistic fact. You have got to 
charge proper fees.’ 


Restrictive Practices Act 


Referring to the Restrictive Practices Act, Mr Pears ` 


said he understood that part of the fishing industry 
may be the subject of inquiries under the Act. ‘I make 
no bones about this; I don’t like this Act,’ he added. 
‘I think it a thoroughly bad Act and I think it about 
time somebody said so. If you are going to get this 
Act altered you have got to start the pressure.’ 


“What I don't like about the Act is, if they said “we won't 
have any price agreements, under any circumstances”, I 
could understand it, but if they say “‘we will try to see 
whether this is a sensible price agreement or not", then you 
have got to have sensible gateways through which you can 
get, but the restrictions on the gateways are such that it is 
virtually impossible to get through them. 

‘The people who were originally responsible for drafting 
or putting up this idea in the war did so with a double 
purpose. Only 50 per cent of that has been given effect to. 
If employers are to be subject to inquiry so should be the 
unions of employed labour. We have now gone from a 
sellers’ market to a buyers’ market. The unions’ restrictive 
practices should be looked into.’ 


Judging. Prosperity 
The Bishop of Lincoln, the Rt. Rev. Kenneth Riches, 
D.D., proposing the toast of the Institute, said that the 
accountant's particular concern was to judge either the 


good or the bad of prosperity. Our society, he said, 
was one not only of labourers and craftsmen but of 
ingenious spirits, and society owed a great deal to the 
degree of ingenuity which they displayed. But that 
ingenuity had to be tested by certain radical assess- 
ments, some of which were in their hands and some in 
the hands of other people. It was immensely important 
that both the crooks, who were found out comparatively 
early, and the cranks, who were usually not found out 
until the next generation, should be assessed within 
their own society or else they did inestimable harm. 
He continued: 


*Our society is one which does need the application of 
principles. An Institute such as yours is concerned with the 
application of the proper principles to the particular 
circumstances of daily life. You must take care to see that 
there is a proper image in the public mind of chartered ~ 
accountants because it 1s so easy for the rest of society not 
to know what a particular group do.’ 


He belonged, he said, to a profession which 
notoriously suffered from this misunderstanding. They 
had to keep an eye on the question of recruitment 
which no reputable society neglected these days. 
‘Don’t be too narrow in your demands, we live in a 
society which is apt to require qualifications much too- 
early,’ added the Bishop. 


The Guests 


Mr R. H. R. Marshall, ¥.c.a., President of the Society, 
welcomed the guests, and expressed his pleasure at the 
presence of two lady members of the Society. He paid 
tribute to Mr J. Hankinson, F.c.A., who organized the 
dinner, and who, he said, was a tower of strength on ^ 
these occasions. The response to the toast was made 
by Councillor W. Pearson, of Grimsby. 
Among the guests present were: 


Alderman W. E. Воду, J.r. (Lord Mayor of Kingston 
upon Hull); Messrs Henry Bailey, F.C.A. (President, Hull and 
District Chamber of Trade); A. A. Collins, LL.B. (President, 
Lincolnshire Incorporated Law Society); D. E. Granville 
Chapman (President, Grimsby and Cleethorpes Law Society); 
Tom Farrell (Sheriff of Kingston upon Hull); S. A. Fuller 
(President, Great Grimsby Incorporated Chamber of Com- 
merce and Shipping); E. D. Gosschalk (Registrar of County 
Courts); Judge Norman Harper (Hull County Court Judge). 

Messrs Т. Н. Jackson, m.a. (President, Hull Incorporated 
Law Society); Н. C. Jephcott, r.c.1.s, (President, Hull and 
District Branch, Chartered Institute of Secretaries); A S. 
MacIver, с.В.Е., M.C., B.A. (Secretary, Institute of Chartered 
Accountants in England and Wales); C. Н. Pollard, с.ве., 
F.LM.T.A., F.S.A.A. (City Treasurer, Kingston upon Hull); 
G. E. Sanderson (President, Hull Incorporated Chamber of 
Commerce and Shipping); C. M. Strachan, O.B.E., F.C.A. | 
(member of the Council, Institute of Chartered Accountants gd 
in England and Wales). 

The Right Reverend С. F. Townley, M.A. (Bishop of 
Hull); Messrs W. Н, Webb, a.a.c.c.a. (President, Hull and 
District Society, Association of Certified and Corporate 
Accountants), С. Widdowson, M.B.E., т.р. (President, Hull 
and District Centre, Institute of Bankers); Tan Wilkie, 
F.C.L1. (President, Insurance Institute of Kingston upon 
Hull); together with the Presidents of other district societies 
of the Institute and members of Her Majesty’s Tax In- 
spectorate. 
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LEICESTER CHARTERED ACCOUNTANTS’ 
ANNUAL DINNER 


z 
Speaking in Leicester last Monday evening, Mr S. 
John Pears, F.c.a., President of The Institute of Char- 
tered Accountants in England and Wales, again referred 
to the criticisms which are sometimes made that the 
Council of the Institute is not concerned about the 
small practitioner; this, he said, was quite untrue. 

He personally had given much thought to this topic 
and had been at some pains to try to ascertain what 
the Council could do to help small practitioners; he 
said that the only concrete suggestion which had been 
made was that ‘official’ advertisements should be 
inserted in local newspapers. The Council, however, 
were against this for several reasons, and in this they 
were supported by the district society committees. 

The Council would continue to do what they could 
for the small practitioners — the idea that they did 
nothing more than caution and restrain must be des- 

troyed. On the other hand, it was up to the members 
concerned themselves to say what should be done. 
‘Let us have your suggestions’, said Mr Pears; he added 
that small practitioners could do much for themselves 
by giving the highest possible standard of service which, 
they should persuade their clients, was worth paying for. 


Mr Pears, who was replying to the toast of "The 
Guests’ proposed by the President of the Society, also 
referred to his personal associations with Leicester 
through the Company of Framework Knitters, of 
which he was a Past Master, and the hosiery trade. 

The Lord Mayor of Leicester, also responding on 
behalf of the guests, expressed her pleasure in being 
present and said it was a matter of particular satis- 
faction to her to know that there were over 300 women 
members of the Institute. 

Mr W. G. Fox, T.D., D.L., J.P., M.A., F.C.A., President 
of the Society, was in the chair, and besides Mr Pears 
and the civic dignitaries, the guests included: 


The Rev. S. Н. Alloway, B.A., А.С.1.5., A.M.LI.A. (Chair- 
man, Chartered Institute of Secretaries, Leicester and District 
Branch); Mr S. J. Kent, r.1.M.T.A., A.S.A.A. (City Treasurer 
of Leicester); Mr A. S. MacIver, C.B.E., M.C., B.A. (Secretary, 
The Institute of Chartered Accountants in England and 
Wales; Mr D. G. Ridgway (H.M. Inspector of Taxes, 
Leicester District); and Mr Arthur E. Webb (Editor, ‘The 
Accountant’) 


with the presidents of other professional bodies in the 
area and of the district societies of the Institute. 


New Legislation 


All new Acts will be noted in this column, togethér with those Statutory Instruments which are 

of interest to the profession. The date given indicates when an Act received the Royal Assent 

or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC2. 


STATUTES 
(8 & 9 Eliz. 2) 


Chapter 64: Building Societies Act, 1960 


An Act to amend the law relating to building societies. 
Price 4s net. July 29th, 1960. 


STATUTORY INSTRUMENTS 


The Rate-product Rules, 1960 
(S.I. 1960 No. 1530) 


These Rules amend the Rate-product Rules, 1959, so 
as to take account of the City of London (British 
‘Transport Commission Payments) Order, 1960. Under 
that Order only part of certain payments made under 
Part V of the Local Government Act, 1948, is to be 
taken into account in computing the product of a poor 
rate of a penny in the pound in the City of London for 
the purposes of the London County Council's precept. 
Price 3d net. August 24th, 1960. 


В" The Betting and Gaming Act, 1960 
(Commencement No. 1) Order, 1960 
(S.I. 1960 No. 1556 (C. 14)) 


'This Order brings into force, as respects the whole of 
Great Britain, all the provisions of the Betting and 
Gaming Act, 1960, with the exception mentioned 
below; different days are appointed for the coming into 
force of different provisions of the Act. The provisions 
not brought into force are Section 6 (which imposes 


increased penalties for street betting) and the con- 
sequential repeal of Section т (3) of the Street Betting 
Act, 1906, by Section 29 (3) and Part II of the Sixth 
Schedule to the Act. 


Price 3d net. August 26th, 1960. 


The National Insurance (Non-participation — 
Local Government Staffs) Regulations, 1960 
(S.I. 1960 No. 1725) 


These regulations provide that the Minister of Housing 
and Local Government instead of the employer shall 
make any application for the issue, variation, cancella- 
tion or surrender of a certificate of non-participation 
in the scheme of retirement benefits provided for in 
Part I of the National Insurance Act, 1959, in respect 
of employees who are subject to the Local Government 
Superannuation Acts, 1937 to 1953, or to local Act 
schemes for the payment of pensions (apart from those 
employees who’ are for the time being on national 
service). 

The regulations also provide that those things 
leading to the issue, variation, cancellation or surrender 
of certificates of non-participation, which apart from 
the regulations would fall to be done by or to the 
employer, are to be done by or to the Minister, and 
that such certificates are to be issued to the Minister. 

For certain specified purposes the employments 
mentioned in the regulations are deemed to be employ- 
ments under a single employer. 


Price 3d net. October Ist, 1960. 
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A monthly feature designed to keep readers ~ 
whether in practice or in commerce – abreast of the 
latest developments in the field of office equipment. 


Non-suspended Lateral Filing 


USPENDED filing systems, excellent though they 
S are not everyone's cup of tea. But few would 
deny the advantages of lateral filing, with its tremendous 
space-saving potential and easier access. 

The Jetalet Verti- Angle system, while providing all 
the benefits of lateral filing, leaves the folders absolutely 
free. The surprisingly large number of 600 to 650 
folders can conveniently be accommodated in a cabinet 
3 ft. wide, 18 in. front to back and 6ft. high; and econ- 
omy is achieved by eliminating the need for inner 
folders. 

Files, foolscap or quarto, are available in four pat- 
terns: one leaves the contents loose; another has a 
retaining flap; the third has interior clips; the fourth a 
spring-post fitting. Inside the cabinet, they stand on 
their backs, open end upward, on shelves, separated by 
as many (or as few) moveable light metal dividers as the 
user desires. The dividers are simply dropped into 
fittings which provide for spacing at one-inch intervals 
along the whole length of every shelf. 

After the gummed index labels (made in strips of five 
and in twenty-two different colours) have been typed, 
they are stuck on a corner of the folder, exact position 
being indicated by guide lines. Then the corner of the 
folder is bent over and secured by a built-in spot of 
self-adhesive substance. This simple operation provides 
astrong angled tab which displays the title on a quarter- 
inch edge and gives conspicuous colour-identification. 
Files are made slightly different for the top shelf so as 
to give clear visibility at all levels. 

Cabinets, which have five shelves, are made of a grey- 
enamelled metal with bright steel fittings, and are 
lockable. Further space-saving is achieved by double- 
hinged doors which can, if desired, easily be removed 
entirely during working hours. 

Prices: Completely fitted cabinet for foolscap files, 
£333 quarto, £29. Foolscap folders, £4 5s to £11 5s per 
100, according to type; quarto, £3 125 to £10 8s per 100. 

Jetley (Great Britain) Ltd, 172 Buckingham Palace 
Road, London, SW1. 


Good-looking Typewriter 


ERE men may think the appearance of a type- 

writer is irrelevant. A girl who uses it all day will 
derive pride and encouragement from a good-looking 
machine — some small compensation, perhaps, for work 
which is often deadly dull. 

The two-tone blue and silver enamel finish of the 
new Dynacord typewriter is therefore a worth-while 
factor. Mechanically, too, it has several features which 
will appeal to the user because they make her work 
easier; and to the executive for economy reasons. 

Bonuses for the typist include a control which gives 
automatic double letter-spacing — a time-saving feature 
in display work; a release key for jammed type-bars – 
which saves getting dirty hands; keyboard-operated 
margin setting; and a paper injector whose ‘throw’ can 
be varied so that a single movement will feed a form or 
envelope into the correct writing position. 
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New Offic 


The office manager will appreciate the ‘economy’ 
position of the ribbon which provides for maximum 
use of a one-colour ribbon as well as permitting use of 
the two-colour variety. Another good feature is an 
immediately interchangeable carriage. This means that 
large and standard-size documents can conveniently be 
typed on the same machine, only a spare carriage being 
needed. 

Prices: 13 ins., £71 10s; 15 ins., £75 10s; 18 ins., 
£79 105; 25 ins., £95 10s. 

Bluebird Typewriters, Reman House, 44 Grays’ Inn 
Road, London, WC1. 


Automated Accounting Ex 


RUE automation is offered by the newest version 
of the Post-tronic accounting machine. Running 
completely unattended (except for occasional replenish- 
ment of the feeds) it posts up to 7,000 entries per day — 
equivalent to the work of half a dozen girls working hard 
at conventional machines. 
'T'he system is designed so that users of existing Post- 
tronics can add the automatic features — a paper tape 
reader and ledger card feed. New purchasers may buy 





New Post-tronic accounting machine 


the complete assembly or carry out their automation = 
step by step. ý 

At a recent demonstration in London, the machine 
was seen posting bank ledgers. A pile of cards, in 
account number order, was placed in the small auto- 
matic feed unit. Entries relating to these cards, which 
had been pre-punched on paper tape, were read in from 
another unit. 

The operator pushed a button — and that was all. 
Cards were fed automatically, one by one; the paper 


October 29th, 1960 


quipment 


tape reader clacked busily. The machine automatically 
matched the number on the paper tape with that on the 
ledger card, by-passing inactive accounts. Ledger card 
and statement were mounted side by side on a single 
form; both these and the journal, printed on a wide 
paper roll, appeared in original print, owing to multiple 
printing heads fitted on the machine. 

The cards themselves have built-in magnetic strips 
on the back. These act as a memory, retaining the old 
balance, which the machine reads. After posting, the 
machine enters the new balance, both visually and 
magnetically. 

An elaborate automatic checking system ensures that 
entries are correctly made on appropriate cards; the 
machine can also automatically detect ‘bad’ accounts, if 
“Fequired to do so. 

Primarily designed for banking purposes, it seems 
likely that the automatic Post-tronic, with its extreme 
accuracy and vast labour-saving potential, might have 
an interesting future in such applications as stores 


recording, hire-purchase, and other purely commercial - 


transactions, where large numbers of constantly moving 
accounts are kept. 
Price: About £12,000 for complete system — account- 
ing machine, ledger card feed and paper tape reader. 
National Cash Register Co Ltd, 206-216 Marylebone 
Road, London, NW1. 


Control Panel Wiring Kit 


DVANTAGES of the GC Panellogic system of 


wiring control panels for punched-card equipment 

Pre as follows. Wiring is neater and more compact, 

because each connection is individually cut to a 

precise length; connections are easily identified by a 

colour-code system and can be checked without 

removal from the panel; costs are reduced; and time is 
saved. 

Designed and made in the United States, the 
equipment comes in a neat kit which demonstrates the 
American flair for attractive yet practical packaging. 
If desired, however, the components can be bought 
separately. The system is suitable for most types of 
plugboard used in this country. 

The standard kit contains ten 200-ft. spools of 
colour-coded wire; terminals for normal and split wiring; 
a wire wrapping tool; а terminal seating/unwrapping 
tool; and a pair of wire-cutting and stripping pliers. 

Connections are made as follows: A terminal is 
placed in the appropriate spot and pressed home, 

: then the end of a wire in the desired colour is stripped 
P about 14 in. The bare end of the wire is then 
eaded through the eye of the wrapping tool, the 
tool is placed over the end of the terminal“and turned 
clockwise until the bare wire is taken up; the tool is 
then lifted out. The distance to the second terminal is 
measured, the wire cut, and the process repeated. 

For split wiring, longer terminals are provided, but 
the same process is used, wrapping the wires one above 
the other. With reasonable care, up to five wires can 
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be wrapped round a single terminal, the makers say. 
Connections are undone by simply turning the 
unwrapping tool in an anti-clockwise direction. 
Approximate price: £46 (cabinet complete). 
Punched Card Accessories Ltd, Abbey House, 
Victoria Street, London, SW1; and Calibrated Papers 
Ltd, 150 Saffron Hill, London, ЕСт. 


Neat Account Card Trolley 


ATEST LC5/z2 addition to the low-priced Mobinet 

range of trolleys is designed for use with accounting 
systems. All-enclosed and mounted on large, smoothly 
running castors, the cabinet accommodates 4,000 
ledger cards in two fixed trays. On the lower deck are 
two quarto-size filing drawers mounted on runner 
slides and suitable for standing or suspended files. 





Mobinet card trolley 


When not iu use, the cabinet is protected by a locking 
lid which hangs flush with the back when the unit is 
open. Overall outside dimensions of the trolley are 303 
in. long by 25 in. wide by 305 in. high. 

Price: LC 5/2, approx £40; LC 5/1, smaller with one 
drawer (shortly to be introduced), £32 ros. 

Mobinet Co Ltd, Heneage Street, Brick Lane, 
London, E1. 


Executive Furniture 


OST of us suffer from an accumulation of things 
on our desks, No item is unnecessary, yet each 
seems to be in the way when we want to use another. 

A neat way out of this muddle is offered by the 
Modulor Optimus desk, which has a supplementary 
wing section, at right angles to the body of the desk, 
containing a pull-out slide for a dictating machine and 
an adjacent compartment for a push-button telephone. 
'The whole section is closed off by a tambour shutter 
when not in use. 

- Wood, steel and leather are combined in this attrac- 
tive piece of furniture. The 6 by 3 ft..desk top is teak, 
inlaid with leather; the drawer fronts are teak; the 
frame is in square steel tube, plated silver-bronze or 
stove-enamelled. Price about £140. 

An alternative version is an ordinary two-pedestal 
desk with four drawers on either side. Price about £115. 

Conran Furniture, 6 Cadogan Lane, London, ЗМ: 
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Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND 
WALES 


Members’ Library 


The second cumulative supplement to the August 1959 
edition, Short List of Books, has now been issued. 
Copies, which contain additions to August 1960, will 
be sent to members by the Librarian, free and post 
free, on receipt of an addressed label. Copies of the 
last edition of the Short List are also available. 


PROFESSIONAL NOTICE 


Messrs BUTLER & WiLsoN, Certified Accountants, of 
Lloyds Bank House, 215 High Street, Hounslow, 
announce that as from November ist, 1960, the 
practice will be conducted under the name of Farr, 
ГАМСМЕАР & Co. The address and telephone numbers 
will remain unchanged. 


Appointments 


Sir Harold Gillett, Bt., M.C., F.c.A., has been 
appointed an additional director of Barrow Haematite 
Steel Co Ltd. 

Mr К. С. Hooper, Е.С.А., has been appointed 
London secretary of Union Corporation Ltd and 
secretary of Bay Hall Trust Ltd. 

Mr R. Moorhouse, Е.С.А., has been appointed 
assistant treasurer, Eastern Region, British Railways. 

Mr Bertram Clarke, F.c.a., has been appointed 
secretary of Waterlow & Sons Ltd. 

Mr A. Е. Jopling, F.c.a., has been appointed deputy 
chairman of Blackburn and General Aircraft Ltd. 


GRADUATED PENSION SCHEME: 
CONTRACTING OUT 


Mr John Boyd-Carpenter, Minister of Pensions and 
National Insurance, has asked the National Insurance 
Advisory Committee to consider and report on draft 
regulations? designed to enable a certificate of non- 
participation to remain in force when a new employer 
takes over a business and keeps on the existing pen- 
sions scheme for which the certificate was issued to 
the previous employer. This may happen, for instance, 
when an employer dies and his son takes over the 
business, or when a partnership is dissolved and a 
limited liability company takes over the business. 
The National Insurance Advisory Committee will 
consider representations on the draft regulations 
received by them not later than November 18th, 1960. 


1 The draft National Insurance (Non-participation — Con- 
tinuity of Employment) Regulations, тобо. H.M.S.O. 
Price 44. 
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Representations should be made in writing and should 
be sent to the Secretary, National Insurance Advisory 
Committee, то John Adam Street, London, WCa. 


SCOTTISH INSTITUTE’S NEW 
DIRECTORY 

Membership of The Institute of Chartered Account- 
ants of Scotland at August 1st, 1960, numbered 6,733, 
according to the Institute’s Official Directory, 1960-61, 
now published. This is an increase of 182 on the pre- 
vious year’s figure. A summary of the total membership 
shows that there were 3,527 members in Scotland, of 
whom 1,066 are in practice on their own account or 
as partners in firms. Of the remaining membership, 
those in the United Kingdom other than Scotland 
numbered 2,063 (254 being in practice), and those 
abroad totalled 1,143 (198 in practice). 

The Directory extends to 566 pages and contains 
the usual alphabetical and topographical lists of 
members, together with details of the membership of 
the Council of the Institute, and of the standing and 
local committees. 


SCOTTISH CHARTERED ACCOUNTANTS 
IN LONDON 

A discussion group meeting for London members of 
The Institute of Chartered Accountants of Scotland 
will be held on November 28th in the Oak Hall of the 
English Institute, Moorgate Place, EC2, commencing 
at 6 p.m. The subject for discussion will be ‘British 
issuing houses’, and the speaker will be Mr H. J. S. 
French, ОВЕ. B.C.L., chairman, Issuing House 
Association. 


Е.С.С.Ю. BIRMINGHAM OFFICE MOVES 


The Birmingham office of the Export Credits Guar 
antee Department moved last week-end to new 
premises in Chamber of Commerce House, Harborne 
Road, Birmingham. Announcing this move, the 
Birmingham regional manager, Mr J. A. Bookless, 
said that the move to the new Five Ways commercial 
area was being made in order that they could maintain 
their service to E.C.G.D.’s growing number of 
policy-holders from premises with good communica- 
tions and adequate parking facilities. Over the past 
two years, said Mr Bookless, there had been a 12 per 
cent increase in the number of policy~holders, and the 
value of policies handled by the office had increased 
by 77 per cent, from £42,410,000 to £75,423,000. The 
area served by the Birmingham office includes Coventry, 
Oldbury, Dudley, West Bromwich, Wolverhampton, 
Walsall, and the counties of Shropshire, Stafford, 
Hereford, Worcester, Warwick, Merioneth, Mont- 
gomery and Radnor. 
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INSTITUTE OF ACTUARIES 
President’s Address 
In his presidential address at the annual meeting of 

the Institute of Actuaries last Monday, Mr J. H. 
(os C.B.E., replied to recent criticisms of the 
value to the economy of the invested funds of life 
assurance companies. He said that these criticisms 
were isolated, and could not pretend to be responsible 
as they omitted to advocate any specific alterations and 
to make any unprejudiced assessment of the likely 
results of changes. He pointed out that the private 
savings represented by the accumulated assets of the 
life offices and the numerous self-administered pension 
funds now amounted to about £5,000 million and 
£3,000 million respectively, and that all these organi- 
zations were now providing more than £600 million 
annually as additional capital in the economy. · 

Mr Gunlake went on to say that, whilst in some 
branches of industry and commerce British techno- 
logists had not been allowed sufficient influence, this 
did not apply to the actuarial profession, which had 
been a pioneer in introducing mathematical theory into 
.. business practice. They could point to the security and 
^ prosperity of the accumulated funds as the result of 
this, and he stated that actuaries, who bad been con- 
cerned for nearly two centuries with prudent manage- 
ment, took leave to doubt whether this security and 
prosperity would be likely to be enhanced by inter- 
ference with investment policy for political ends. 


SOUTH EASTERN SOCIETY OF 
CHARTERED ACCOUNTANTS 
Eleventh Students' Residential Course 
The eleventh students’ residential course arranged by 
the South Eastern Society of Chartered Accountants 
was held at the Royal Pavilion, Brighton, from Septem- 
ber roth to 23rd, (Intermediate course) and October 
3rd to 7th, (Final course). There was an attendance 
of 165 students, mainly from students' societies within 

e Society's area, which serves Kent, Sussex, Hamp- 
shire and parts of Wiltshire and Dorset. Several 
students journeyed from the Channel Isles and a 
number of London students were also welcomed. 

'The course was introduced by Mr G. W. Davies, 
F.C.A., President of the Society, who presided at the 
dinners. Mr J. Н. Mann, M.B.E., M.A., F.C.A., and Mr 
W. G. Densem, F.c.A., members of the Council of the 
Institute, were the principal speakers at the Inter- 
mediate and Final course dinners respectively, and the 
Society also welcomed as guests, students’ society 
officers and principals of articled clerks. 

The high quality of all the lectures and the formal 
and informal discussions which followed them, together 
with the increased number of professional lecturers 
from the main accountancy correspondence schools 
who were present, made the course a most successful 
one, and students found it of great benefit as a supple- 
ment to their normal studies. 
№. It is felt by the organizers that considerably more 
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students will wish to attend future courses, and it is 
hoped that their attendance will again be facilitated as 
much as possible by the very willing co-operation given 
by their principals this year. 


MINISTER ACCEPTS ВАМ. SCROLL OF 
FELLOWSHIP 
Sir David Eccles, Minister of. Education, was pre- 
sented with a scroll of Honorary Fellowship of the 
British Institute of Management at a luncheon of the 
Council and Fellows held in London on October roth. 

Lord Baillieu, President of the Institute and of the 
Dunlop Rubber Co, and Dr Harold Whitehead, 
director of Jenson & Nicholson Group Ltd, also re- 
ceived scrolls. The presentations were made by 
Mr H. P. Barker, chairman and managing director of 
Parkinson Cowan Ltd, the newly-elected chairman of 
the British Institute of Management. 

It was also the occasion of the presentation to Mr 
John Ryan, vice-chairman of the Institute and of the 
Metal Box Co Ltd, of the scroll of the Gold Medal 
of the International Committee for Scientific Manage- 
ment (CIOS) for his outstanding work in the field of 
international management. 


THE INSTITUTE OF INTERNAL AUDITORS 

London Chapter 
A luncheon meeting of the London Chapter of The 
Institute of Internal Auditors will be held next Wed- 
nesday at 12.30 p.m. at The Kingsley Hotel, Blooms- 
bury Way, Ст. Mr Е. W. Allaway, of the Reed 
Paper Group, will give an address on ‘Developing the 
audit staff’. The honorary secretary of the Chapter, to 
whom any inquiries should be addressed, is Mr H. G. 
Cox, The Monotype Corporation Ltd, Salfords, Red- 
hill, Surrey. 


THE LEEDS, BRADFORD AND DISTRICT 
SOCIETY OF CHARTERED ACCOUNTANTS 


The annual golf meeting of the Leeds, Bradford and 
District Society of Chartered Accountants, was held 
at Ganton Golf Club on September 23rd in perfect 
weather and was attended by thirty-six members of 
the Society. 

Both the Blackburn Cup, played for under handicap 
on the Stableford system, and the Holliday Cup for 
the best gross score, were retained by the holder, 
Mr Sidney Jones, who from a handicap of 5 returned 
a very fine card of 72 gross. 

'The leading scores were as follows: 


Blackburn Cup Points 
S. Jones (5) .: sis we zs 43 
H. E. Birkinshaw (Q1) - i га 39 
G. Hylton (16) 2 M ee vs 39 
J. M. Stanley (14)  .. a sd vx 36 
А. М. C. Smith (8) .. 32 Zu M 36 

Holliday Cup Gross 
S. Tones $8 an из x 72 
A. M. C. Smith AD xe vs 15 81 
К. Russam 2. а ae ea as 82 
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CHARTERED ACCOUNTANTS’ GOLFING 
SOCIETY 
The autumn meeting of the Chartered Accountants’ 
Golfing Society was held at West Hill Golf Club on 
October 6th. Sixty-four members took out cards. The 
results were as follows: 


Stableford Medal 
E. K. Govett (8) Ре - КЕ 31+ 7 =38 
(Wins first prize) 
A.B Green (9) .. 30+ 7%=37% 
(Wins second prize) 
J. Sloan (16) . 22+14 =36 
Р. Н. Blandy (16) 22+14 =36 
H. Lemmon (11) 26+ 9f= 351 
W. H. Leather (12) 25-10%= =35% 
H. C. Staines (6) 30+ 52— =35% 
H. W. Gray (6) 29-- 55-341 


P. J. Hughes G) 31+4= 314, wins scratch prize on 
better last nine holes, 


Stableford Foursomes (over fourteen holes) 


E. K. Govett (8) and W. G. M. Price (9) 26 points 
(Win first prize) 

J. M. Kaye (3) and J. B. Pittman (13) m 25 » 
(Win second prize) 

A. B. Green (9) and A. D. Inglis (14) 24 5 


H. L. Davies (18) and H. G. P. Greenwood (13) 23-5 
A. W. Coleman (13) and D. І, Thomas (x3) 23 |» 
j. Sloan (16) and J. Slater (3) Е 23 yy 


Turquand- Young Challenge Сир 
Best aggregate of summer meeting at Ashridge Golf Club 
and autumn meeting at West Hill Golf Club: 
P. H. Blandy (16) es Е 4014-36— 762 


А. O. Miles Challenge Cup 
Messrs Hays, Akers & Hays beat Messrs Frank Green & Co, 
by 2 and 1 in the final round over thirty-six holes, 


HOCKEY 
Chartered Accountants, 6; Law Society, 0 


The annual hockey match between the Chartered 
Accountants and the Law Society was played at 
Surbiton on October rath. 

It soon became apparent that the younger Chartered 
Accountants’ side were stronger than their opponents 
but for a long time the Law Society prevented them 
from scoring. This was partially due to poor finishing 
by the Accountants and to an excellent display of 
goalkeeping by Carr. However, at the end of the first 
half consistent pressure gave the Accountants their 
first goal from Dorman. In the second half the Ac- 
countants, obviously spurred on by their goal, suddenly 
found their form and the left wing triangle of Waters, 
Dorman and Winterfeld were prominent and caused 
the Solicitors much concern. Goals came at regular 
intervals and were scored by Myers (2), Dorman, 
Winterfeld and Freer. 


THE 
ACCOUNTANT 





October 29th, 1960 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant ог OCTOBER 31ST, 1885 
A Weekly Note 


The Blue Book, just published, giving the 
latest particulars of assessments for income tax, 
is instructive in the face of the long prevailing 
and widespread depression in trade. In 1870 
the value at which property and profits were 
assessed for income tax was £445,000,000; in 
1875 this had risen to £571,000,000 and for 
more recent years the following are the particulars: 


1881 £585,223,890 
1882 601,450,077 
1883 612,836,085 
1884 628,510,199 


On the face of "these figures, the nation, or 
that portion of it subject to the payment of 
income tax, has got richer, notwithstanding the 
depression in commerce. But there is always a 
latent fear that, after all, the official statistics do 
not tell the whole story, that, in a very emphatic 
sense, "things are not what they seem.” 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


The following meetings of the London Students’ 
Society will be held during next week: 

Monday, 5.30 p.m., at the Institute, Moorgate Place, 
ECa: Lecture on “The valuation of unquoted securities’, 
by Mr A. R. English, r.c.a, (Industrial and Commercial 
Finance Corporation). Chairman: Mr J. A. Jackson, 
F.C.A. (Vice-President of the Students’ Society). 

Tuesday: Visit to Fords Motor Works (limited number). 

6 p.m., at the Institute: Practice debate (with 
commentary) on the motion “The Church of England, 
taking cognizance of the law, should approve divorce 
between consenting couples’. 

Reading Branch visit to Morris Motors. 

Wednesday: Demonstration of Burroughs Accounting ^ 
Machines (limited number). 

7.30 p.m., at Westcliff-on-Sea: Lecture on 'Bank- 
.ruptcies and deeds of arrangement’, by Mr К. К. 
Cork, РАСА, 

6 p.m.: Kingsway Club monthly meeting. 

Thursday, 5.15 p.m., at the Institute: Introductory course 
lecture on *Details of final accounts’, by Mr F. R. 
Porter, F.C.A., A.C.W.A. 

7.15 p.m., at Reading: Lecture on “Thoughts on 
investment’, by Mr C. Н. Kohler, Е.С.А. 

Friday, 5.15 p.m., at the Institute: Introductory course 
lectures: (1) “The taxation system’, by Mr Е. К. 
Porter, F.C.A., A.C.W.A. (2) “The ownership and control 
of a business’, by Mr P. W. Medd (Barrister-at-law). 

7 pm., at Ilford: Lecture on ‘Auditing — verification 
of assets’, by Mr J. Kennedy Melling, F.C.A., F.T.1.1., 
F.R.ECON.S., H.M.C.F.A, 

8 p.m., at The Coronet Club: Informal dance. 
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Stability or Growth? 


HE modest reduction in Bank rate announced last week 
| was clearly aimed at the flow of ‘hot money’ into the United 
Kingdom. It was not, Mr SzrwvN Ілоүр declared, 
intended to signify the relaxation of the Government's restrictive 
credit policies. That the Government has succeeded during recent 
years in halting the inflation thereby is admitted; unfortunately, 
these same measures have had the effect of halting economic 
expansion as well. The recent record of industrial growth in 
Britain contrasts unfavourably with the progress made in all the 
member countries of the European Economic Community and, as 
a new report from Political and Economic Planning points out!, 
a continuation of this poor economic performance will within a 
few years leave Britain with a lower standard of living than 
several other European countries. 

The dilemma confronting the Government is the same as that 
which has faced every administration since 1945, i.e. how can 
stability of prices and equilibrium in the balance of payments be 
maintained at the same time as a rising national product. In the 
past, any increase in the national product has been accompanied by 
an even greater expansion in disposable money incomes, and the 
resultant inflationary pressure has led to deficits on the overseas 
payments account. Since the gold and dollar reserves are 
inadequate, they must thereupon be shielded by the use of policies 
which during the past decade have not only restrained the growth 
of money incomes, but retarded the growth of productivity. 

There is, as the P.E.P. report reveals, no single explanation 
underlying the economic malaise of the United Kingdom. There 
are, however, a number of factors which have undoubtedly con- 
tributed to the country’s difficulties. For example, the level of 
investment in Britain expressed as a proportion of the national 
income is less than that in any other member country of the E.E.C. 
Furthermore, such investment as has been undertaken has, in 
the opinion of the authors, been partly misdirected especially in 
the nationalized industries. The Electricity Authority could 
surely have cut down its massive claims on the nation’s investible 
funds if it had devised a tariff which penalized peak period con- 
sumption by the domestic consumer. In common with the railways 
and the gas industry, the tariff in the electricity industry has 
favoured the domestic consumer against the industrial buyer. On 
the Continent, the reverse policy has been followed. By leaving 
the railways saddled with an outmoded structure of rates and 
charges, the Government has prevented them from competing 


-1 Growth in the British Economy, A P.E.P. report. Allen & Unwin Ltd. 30s net. 
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effectively for traffic. In consequence, there has 
been an uneconomic use of existing transport 
facilities and the inevitable distortion in the 
pattern of road and rail transport development. 
At the present time, the National Coal Board is 
still making substantial claims on the nation’s 
capital resources – claims which could be reduced 
in view of the much improved long-term fuel 
situation by concentrating on improving existing 
mines rather than opening up new ones. Some of 
these points have been met by PROFESSOR ROBSON 
in his new book on the nationalized industries 
discussed on another page. 

The P.E.P. report concedes that ‘waste and 
distortion of the economy do arise out of heavy 


taxation’ but concludes that there is insufficient. 


evidence to support the more sweeping assertions 
about the harm done to the economy by current 
rates. It criticizes the present relief granted on the 
retained profits of overseas trade corporations and 
suggests that some of these funds might be more 
usefully invested nearer home. Another point 
madé is that the British system of financing the 
social services primarily from direct tax revenues 
is unfavourable to long-term productivity growth 
as compared with the Continental system where 
these charges form part of the labour cost borne 
by the employer. The latter is thereby encouraged 
to be more economic in his use of this valuable 
factor of production. On the other hand, the 
system of initial and investment allowances is 
considered to have stimulated investment and 
‘over the period as a whole, allowances against 
profits have probably been roughly equivalent 
to those which would have operated if deprecia- 
tion allowances had been based on replacement 
cost’. 

The need for a substantial surplus on Britain’s 
overseas trading account has long formed the 
theme of ministerial spéeches, not least because 
of the need to meet the capital requirements of 
the emergent | territories. The United Kingdom 
has in recent years been investing nearly £200 
million per annum in this way, but has seldom 
achieved the necessary surplus, The Р.ЕР. 
report comments that if this sum ‘is- precisely the 
marginal mark by Which exports have failed to 
finance the unavoidable currency payments, 
then the investment should Бе sacrificed in the 
interests of soutider short-term international 


finance’, It concedes, however, that ‘such a cut- 
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would be inferior to restraint of consumption at 
home’. Furthermore, the United Kingdom would 
be failing to meet her moral obligations. 

It has been and remains the inability of suc--. 4 
cessive Governments to restrain the level of home 
consumption that has contributed to the United 
Kingdom’s difficulties. It is noteworthy that the 
proportion of the national income allocated to 
consumption in Great Britain is higher than in 
Europe; for this reason the volume of investment 
is inadequate and the export drive flags. The root 
cause of this failure is summarized in the report 
by the statement that ‘one condition of all policies 
which involve some sacrifice of consumption is that 
they should not be immediately offset by demands 
for compensatory wage increases’. Inevitably, the 
authors appeal for a wages policy which will 
ensure that wage increases will not regularly ` 
outstrip increase in production and in this 
context the authors follow the conclusions 
of the Council on Prices, Productivity and 
Incomes. 

The P.E.P. report contends that ‘full employ- 
ment is an aim that should not take absolute 
precedence over the balance of payments. . . . It 
is questionable how far it should take precedence 
over economic growth’. Admittedly, ‘it is quite 
feasible to give economic growth a low priority 
and to hold that the performance of the British 
economy in relation to that of other countries is 
unimportant’. But, comments the report, ‘since 
the British worker is as persistent in his demands 
for higher wages as workers in any other country 
(which does give precedence to economic 
growth)’, then the need for greater effort to 
achieve the requisite increase in the national 


E product should be more fully realized. The 


impasse which has been reached in the matter 
of wages is reflected in the depressing conclusion 
that no practicable solution seems likely to 
emerge in the near future. 

The need for a rethinking of our economic 
policies is more than ever apparent; the P.E.P. 
report has served a useful purpose in bringing 
together the evidence of our short-comings, an 


the latest announcement that industrial produc 
- tion has remained static for several months under-; 


lines the urgency of this problem. The pas 
decade has.shown that time alone is unlikely t 

produce the answers to our difficulties. The ball 
is at the feet of the new CHANCELLOR. 
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Public Ownership 


A. 


INCE 1945 nationalization has been the 
subject of continuous debate, a debate 
often characterized more by prejudice than 
by facts and argument. Judging by recent 
political trends, the likelihood of further measures 
of nationalization in the immediate future is 
remote. There remains, however, the problem of 
raising the efficiency of those industries now in 
public ownership which, at least in the opinion of 
the public at large, are not providing an adequate 
service. That there is still ample scope for 
differences of opinion as to how this higher 
efficiency shall be achieved is evident from a new 
“book! by PnorzssoR W. A. Rosson in which 
he asserts that 


‘the truest answer that can be given to the question 
about the performance of the nationalized in- 
dustries since they were taken over, is that each 
one of them is undoubtedly in a better condition 
than it would have been under private enter- 
prise... by this I mean that its operating efficiency 
is higher, its equipment more up to date, and its 
future prospects brighter than they would have been 
if the industry had not been nationalized’. 


Nevertheless, the author does ‘not assert that 

, the nationalized industries have been, or are 

Boeing, conducted at the highest possible level of 
efficiency’. What industry or commercial under- 
taking, he asks, is being so operated? This prompts 
the reflection, to paraphrase GEORGE ORWELL, 
that all firms are efficient but some are more 
efficient than others. 

The real point, as PROFESSOR ROBSON stresses, 
is that the test of profitability to decide whether 
or not an industry is efficient is appropriate only 
to the private enterprise firm. It does not apply to 
a statutory monopoly which, in fact, is under no 
legal obligation to make profits. In any case, 
writes PROFESSOR Rosson, some of the present-day 
failings of the coal and railway transport indus- 

Wtries are directly attributable to the neglect 
perienced under private ownership. Nor is it 
ufficiently appreciated by the public at large 
that it is extremely probable that in practice the 
nationalized industries will be run so as to, take 











1 Nationalized Industries and Public Oumership, by W. A. 
Robson. Allen & Unwin Ltd, London. sos net. 


account of political or social purpose — not 
necessarily on a larger scale or continuously, but 
from time to time on particular matters’. This 
is certainly true, for example, of railway workers’ 
wages or commuters’ season tickets. But, as the 
P.E.P. report reviewed in the previous article 
implies, is this not a defect inherent in public 
ownership? 

The primary purpose of PRorEssoR RoBsON's 
study is to extract from the history and develop- 
ment of the nationalized industries the lessons 
to be followed to ensure that in the future they 
operate at a higher level of efficiency. His book 
should also ensure a wider understanding of their 
difficulties. Stressing the key role of parliamen- 
tary supervision, the author asserts that 

*M.P.s have hitherto spent far too much time and 

effort in plying Ministers with questions, mainly on 

matters of detail, to the relative neglect of their 
other opportunities [which Proressor ROBSON 
believes to be adequate] for discussing these 
industries’. 
He concedes that the attitudes of the responsible 
Ministers have not always been helpful during 
such debates and comments that 

‘Ministers must be prepared to face up to the 
responsibilities which they have assumed. They 
should not be allowed to remain in the twilight 
zone in which some of them love to dwell, flitting 
happily from one meeting to another . . . without 
disclosing either to the public or to Parliament the 
real extent of their intervention’. 

Between 1950-57 over two hundred questions 
annually were asked in the House of Commons 
on the subject of the British Transport Commis- 
sion; a further 1,500 questions each year from 
М.Р.ѕ were answered directly by the Commis- 
sion. The many authorities quoted by PROFESSOR 
Rosson on the value of parliamentary questions 
as a means of stimulating efficiency reveal wide 
differences of opinion. One official is reported as 
asserting that they were merely aimed at em- 
barrassing the Minister and discouraging the 
responsible officials, while PRorrssoR ROBSON 
himself deplores ‘the atmosphere of latent or open 
hostility towards the public corporation to be 
observed in the Press and upon the platform’. His 
own book should provide a substantial corrective. 
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Unprofessional Portrait 


ANY readers must have noted with in- 
M= the announcement under Weekly 

Notes in our last issue of a programme 
to be given in the ‘Professional Portraits’ series 
on the B.B.C. Home Service on Sunday, in 
which ‘accountancy’ was to be featured and 
which the Radio Times described as ‘an account 
of accountancy in practice’. They will doubtless 
have been shocked by what they heard. 

Since the programme was broadcast at a peak 
listening hour at the week-end, it must be 
assumed that it enjoyed a considerable listening 
audience. It was thus especially unfortunate — to 
put it no more strongly – that the broadcast itself 
gave an impression of a ‘properly qualified’ 
accountant, with the ill-conceived name of 
‘Charters’, which was not merely inaccurate but 
a complete travesty; and which cannot but have 
had the effect of denigrating the profession in 
the mind of the general listening public. 

The author and the producer of the piece, it is 
charitable to assume, intended that the subject 
of tax evasion should be treated not too seriously. 
There is, however, a world of difference between 
humour and downright bad taste which character- 
ized this broadcast. 

A regrettable incident in the piece concerned 
the accountant’s fee which, contrary to profes- 
sional precept and practice, was to be deter- 


mined by the outcome of a back duty investiga 


tion. The initial fee itself – demanded as a down 
payment must have seemed exorbitant to the 
average listener, but even when the client pro- 
tested no attempt was made to explain the 
amount of work involved in arriving at a settle- 
ment where the Inspector of Taxes had asked for 
capital statements for fourteen years. Instead, the 
accountant was allowed to dwell at length on his 
rent and the need to cover it. 

Moreover, during the interview with client 
and Inspector, the part played by the accountant 
was hardly designed to create a favourable im- 
pression. The average listener must have been 
puzzled indeed to know what services the client 
was getting for five hundred guineas — plus com- 
mission. The author might well have allowed the 
accountant, in his original interview with the 
client, to have explained quite briefly, in place 
of the irrelevancies about his rent, what sort of 
information the Inspector would require him to 
provide. This, in fact, was left to the Inspector 
who completely dominated the entire action — a 
caricature of ruthless efficiency. 

It is to be hoped that the authorities will have 
the grace to apologize for this affront to the 
profession. It would be even better if the B.B.C.g 
were to provide time for a talk about the profession 
which was not merely light-hearted, but accurate. 


Presenting the Annual Report 


by GORDON CUMMINGS, F.C.A. 


A chartered accountant who, some time after qualifying, gave up professional accountancy 
for financial journalism offers some candid comments on published accounts. 


HEN, some thirty years ago, I began 

to handle company reports as end- 

products, the average specimen could 
yield up its dinancial meat in a few minutes. 
Balance sheets and profit and loss accounts gave 
the meagrest figures; consolidated accounts were 
as rare as water in the Sahara; and explanations 
generally had to wait until the chairman made his 
speech at the annual meeting. Four pages or 
barely more were sufficient for the bulk of reports. 
Little attempt was made to produce a well- 
printed or attractive document. Many, in fact, 


were insults to the people who owned the 
companies — the shareholders. 


Radical Changes 

The Companies Act, 1948, as we know, brought 
radical changes. It laid down the minimu 
information to be given; and though this was no 
enough to meet the refined demands of the pro^ 
fessional statisticians (who have blossomed in 
recent years into their own special function of 
‘investment analysts’) it demanded a lot of ‘musts’ 
of considerable value to the general investor. 
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Now, the Committee charged with the task of 
recommending how company law should be 
brought into line with current needs is being 
_told by interested bodies how it can provide for 
the publication of still more fact. 

There is, of course, nothing new in many of 
the suggestions now being put forward. Sir 
John Braithwaite, the forthright ex-chairman of 
the London Stock Exchange, financial writers and 
professional bodies have blazed the trail. They 
have been calling not only for more information 
but, of equal importance, for presentation of 
annual reports in ways most easy to understand 
by shareholders who, in the main, are not 
accountants or professional investment analysts. 

Happily, increasing attention is being given to 
such demands. More and more company directors 
are going beyond the bare legal requirements. 

. They give details of turnover, comparative figures 
for periods of up to ten years or longer, or other 
financial facts which help towards a clearer picture 
of the past and the future. Chairmen are paying 
much more attention to the content and style of 
their annual statements, again with the objective 
of more fully informing shareholders. The layout 
of financial data is being simplified and the 
presentation of reports brightened. More is being 
done to inform shareholders of the activities and 
range of interests of their companies. And, 
though still only a very small minority, some 
boards are issuing interim reports, with or without 
profit figures. 

> 

Going to Extremes 
Unfortunately, as with all revolutions, there is a 
tendency to go to extremes in some instances. 
Through excess of reforming zeal, or for other 
reasons, the effort to popularize is sometimes 
overdone. At one extreme is the over-simplified 
report with too much attention concentrated on 
effect and too little on essentials. At the other 
end is the elaborate and bulky ‘glossy’ with its 
profusion of matter and the problem of finding 
the accounts amongst the litter of pictures, charts 
and other trimmings, some of which must cost a 
lot of money to produce. In between are otherwise 
good reports which are marred by poor or ill- 

. chosen typography, or by irritating or confusing 
ayouts. 

Tyro or expert, no one will disagree that the 
accounts are a vital part of any annual report. 
They must meet the requirements of the law. 
They should also be presented in ways which are 
as informative and as simple as possible to follow. 
Unfortunately, it is in this direction that some of 
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the most glaring and confusing ‘jazzing-up’ is to 
be found. 'l'oo many columns of figures, glaring 
colours as background for comparative data, 
over-condensation or simplification, or the use of 
columnar style of balance sheets in ways which 
give a 'squashed-up' effect or make it difficult 
to see where the assets end and the liabilities start; 
these are amongst the most common weaknesses. 


Balance Sheet Points 

After many struggles with such productions I 
have no hesitation in saying that in the case of 
balance sheets, anyhow, the old debit and credit 
style, with assets on one side and liabilities on the 
other, wins hands down. My ideal balance sheet 
would follow the traditional debit and credit 
form and be drawn up with the following general 
factors in mind: 

(a) Parent company and consolidated balance 
sheets should occupy separate pages. Cram- 
ming them together can result in too many 
columns of figures and, however clearly dis- 
tinguished, be confusing to the uninitiated. 

(b) Comparative figures for the previous year 
show up best if coloured ink is used in 
contrast to black ink for the current ones. 
Where two columns — detail and total – are 
required, there is an advantage in having 
the previous year's data to the left of the 
narrative and the current year's to the right. 

(c) Each side of the balance sheet should be 
clearly divided into the appropriate sections 
with bold headings- fixed assets, trade 
investments, share capital, loan capital, 
reserves, and so on. 

(d) Current liabilities are best shown as 
deductions from current assets, with the net 
figure on the assets side. Some chairmen 
object to this mode simply because it 
reduces the overall total of their company's 
assets. Whether or not it hurts their pride, 
one of their duties is to inform shareholders 
as simply as possible. 

(e) While schedules and notes relegated to 
back pages can help to produce a clear 
balance sheet picture, they should be used 
with discretion. It can be very irritating to 
have to refer to other pages for essential 
detail which could easily and without 
confusion be included in the main account. 

(f) Unless there is some valid reason otherwise, 
minority interests should be broken down 
as to preference and equity capital held by 
outside shareholders and their shares of 
retained profits. 
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The Profit and Loss Account 


The best style for the profit and loss account can 
be a toss up. If the figures are relatively few and 
detail columns are used, the columnar way can 
be easy to read, always providing ‘squashing-up’ 
is avoided and each salient fact such as profit 
before tax and net profit is sign-posted in bold 
type. Where, however, there is a fair amount of 
detail the old debit and credit form can be much 
the clearer, particularly if care is taken to rule off 
each section boldly. 

Fortunately, the habit is growing of giving 
‘extra-legal’ financial information in annual 
reports. Though I have no wish to steal any of the 
thunder of the various bodies now busily pre- 
senting their views to the Company Law Com- 
mittee, there are a number of such features 
which should be incorporated wherever feasible. 
Items in mind include: 


(а) Turnover, together with details of the cost 
of production, expenses and the allocation 
of profits. 


(b) The ‘cash flow’, now so important as 
companies finance all or most of their 
expansion out of profits. This represents 
the depreciation charge plus retained profits 
and their allocation as to expenditure on 
fixed assets, reduction of loan or other 
liabilities and financing of extra stocks and 
book debts. Canadian companies, it is 
interesting to record, give valuable analyses 
of funds received and their allocation which, 


in effect, are capital and revenue cash © 


accounts. The idea is very slow in catching 
on in Britain. 


(c) Details of recent revaluations of fixed 
assets and their current insured value. 


(d) Where investments in associated concerns 
are substantial, details of the asset value, 
profits and dividends, should be given in a 
special schedule which also lists the interests 
concerned. As some recent cases have shown, 
trade and associated company investments 
can make a big difference, beneficial or 
otherwise, to assessments of the break-up 
value and trading position of the company 
holding them. 


(е) In face of the continuing spread of owner- 
ship of the equity of public companies, an 
analysis of the share registers is valuable as 
an indicator of the change in holdings. If a 
full-scale analysis along the lines of those 
provided by the boards of a few companies 
is not practicable there should be no bar to 
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the publication of the total of shareholders 
at each year-end. 

(f) An appendix showing in simple form profits 
and summaries of the balance sheets over a 
period of up to, say, ten years, enables 
shareholders to follow the changing fortunes 
of their company. 


(g) A clear-cut chairman's statement covering 
the highlights of the year under review, 
the current position and the outlook is 
nowadays virtually a ‘must’. While this 
need is widely accepted, there are still too 
many instances where essential information 
is lacking or the reviews are badly written 
or presented. 


Simple Presentation is Hard to Beat 


Presentation of annual reports is important if 
good shareholder relations are to be promoted. 
Over-elaboration or over-simplification should be 
avoided. Simple, straightforward layout is hard 
to beat. Style of type needs careful choice to 
ensure clarity and ease of reading. Many share- 
holders, apart from being financial novices, are 
middle-aged or elderly; their eyesight is not too 
good. Even the trained expert may find it 
difficult to cast his eye across a largish page 
carrying several columns of figures in small or 
bad type, or where a balance sheet or profit and 
loss account is ‘squeezed-up’ in order to get into 
one page what should go into two pages. When 
colour is used for comparative figures it should be 
easy on the eye and not, as can happen with some 
shades and glossy papers, impossible to read 
without contortions to get the pages into the 
right light. 

The size and thickness of reports also call for 
consideration. Storage may become a problem for 
shareholders who like to keep all documents and 
who are interested in a number of companies. A 
lavish report with a lot of art work and charts 
may cause shareholders to wonder just how their 
money is being spent, especially if the company 
has hit a bad patch or reduced its dividend! 
Prestige effect can be obtained without running 
into extravagance. 

Lastly, a reminder for those who are over- 
eager to ‘popularize’ annual reports. So far as the, 
financial information is concerned these are 
serious legal documents. A sense of proportion 
should be maintained, taking into account the 
basic fact that they are not drawn up to please 
accountants or publicity experts, but to inform the 
proprietors of a company - the important, but 
too often‘casually dismissed, shareholders. 
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MORE and MORE PEOPLE 


SHARE THIS 


Wise investors and wise savers 
are among the many far-sighted 
people growing in number day 
by day who rely on the security 
of a Bank Deposit Account with 
Lombard Banking. Every day 
earns ‘interest for Lombard 
Banking Depositors—you 
cannot afford to wait another 
day to put your funds to work 
in the security of the Bank. 

Write today to General Manager 


for your copy of “Bank Deposit 
Account" booklet No. 101. 


SECURITY 





OPENA 


BANK DEPOSIT ACCOUNT 


WITH 


LOMBARD 


BANKING 


LIMITED 
BANKERS 
Head Office 


LOMBARD HOUSE, CURZON STREET, PARK LANE, LONDON, W.1. GRO 4111 (30 lines) 


A World-Wide Banking and Finance Organisation 
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As you probably tell your client: 
LIFE ASSURANCE gives him cover for his dependants and tax relief on the 


premiums he pays. 


EQUITY INVESTMENT gives him a measure of protection against 
inflation and a stake in the progress of industry. 


But did you know this? 
British Shareholders International Trust 


a Unit Trust authorized by the Board of Trade, now presents an Executive Saving Scheme which 
combines these advantages, enabling him to insure his life for a stake in a balanced portfolio of 
over 120 selected leading British, American, Canadian, Australian and African securities and also 
British and American Government Stocks. 


The scheme provides a special kind of Endowment Assurance policy, not for a fixed cash sum, 
but for a block of units in the B.S.I.T. Payment is made by an initial premium of 25% of the cost ~ 
of the units at the outset, and subsequent premiums over an agreed number of years (usually not 
less than 12). As witha normal life assurance policy, the premiums attract the statutory income tax 
relief, and the policy may be drawn up under the Married Women’s Property Act, so as to 
minimize Estate Duty. 


The offer price of the units on November Ist, 1960, was 105 4d to yield £3-64%. 
For further information, please write to the Managers, Philip Hill, Higginson, Erlangers Limited 


34 Moorgate, London, EC2 
For SPEED — ACCURACY — RELIABILITY — ECONOMY - 
v M, v У 


See The New Optimatic Accounting Machine 


CREDIT BALANCE FEATURE IN ALL REGISTERS 
‘AUTOMATIC PRIOR PROOF ON ALL MODELS 
ELECTRIC TYPEWRITER KEYBOARD OPTIONAL 


RANGE INCLUDES MACHINES WITH 3, 5, 7, 9 AND 
11 REGISTERS 


зовоо 







YYYY 


Sales and Service from: 


OPTIMATIC ACCOUNTING MACHINES LIMITED 
35-36 EAGLE STREET, LONDON, WCL. Telephone: CHANCERY 3676 
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. Auditing Precepts and Practice 


by R. S. WALDRON, F.C.A. 


HEN we come to consider the question 
of auditing techniques, we are forced 
to admit that this is a subject 
bedevilled by considerations of legal decisions 
and the established practice of years. Legally, the 
primary duty of the company auditor in Great 
Britain is to report to the shareholders on the 
annual accounts. The wisdom of policies, the 
efficiency of systems, whether the business is well 
conducted — such considerations as these are not 
his concern, provided that the accounts show a 
true and fair view of the results of the year and of 
the closing position at the accounting date. Add 
to this the legal concept of the reasonable and 
prudent auditor; always a watchdog, never a 
bloodhound, but essentially vulnerable to attack 
should he fail to note suspicious circumstances, 
and you have the background against which many 
audit programmes have hitherto been designed. 
The detection of petty fraud and — even more 
important – its prevention before it can be 
perpetrated, ought in most cases to be the 
responsibility of the client by means of an efficient 
system of internal control. In the absence of such 
a system, it is the plain duty of the auditor to 
advise his client (at that stage, in the case of a 
company, by means of a letter or report to its 
directors) that his audit cannot afford protection 
to the company against the possibility of fraud. 
If his criticisms are not met, then he may have 
to consider a reference to the position in his 
audit report. 


Utilizing Client’s System 

The audit work carried out should in all cases 
be designed with a view to utilizing to the full 
the system in use by the client; if the system is 
inefficient, then it is obviously going to lead to a 
more economical audit if the system can be 
improved rather than that good, well-trained staff 
should waste their time and talents on dull, 
repetitive checking, much of it purely arithmetical. 

All too often is it the case that the average 
Mior audit assistant becomes so immersed in 
detail work as not to be readily capable of taking 
a detached and critical view of the audit pro- 
gramme to which he works; consequently, even 
where he is encouraged to make and maintain 
notes as to the system, he does not of his own 


initiative suggest alterations. For this and other 
reasons, many firms now use a standard question- 
naire which is filled up each year as the basis of a 
report on the internal control system and the 
adequacy of the audit programme. The com- 
pleted questionnaire is attached to the audit 
working papers. 


Change of Approach 


There is a wind of change showing itself in 
these matters. For many years now it has been the 
habit of auditors to do random tests of work 
required in each case. Such samples have then been 
taken to indicate whether or not more detailed 
examination should take place. It is now being 
increasingly recognized that the random nature 
of such tests can become over-emphasized and 
that it is possible for tests to be scientifically 
linked even though random in principle. By 
such a system, which involves testing a series of 
complete transactions and otherwise reducing 
the routine work to a minimum, time can be 
spared for work of greater service to the company, 
and for the auditor to acquaint himself with many 
problems of administration, management and 
production which may hitherto have fallen out- 
side the scope of his work. 

It has previously been stated that ideally, 
accounts should always be accompanied by a 
report; and by this time it becomes apparent 
how the essential knowledge can be acquired to 
enable a useful report to be compiled. Items 
noted in the working paper schedules to the 
annual accounts serve the dual purpose of 
providing a record (a) to enable the principal 
to satisfy himself that the audit is complete and 
the accounts show a true and fair view of the 
year's results; and (b) to enable the necessary 
information to be supplied to the Inland Revenue 
in connection with taxation matters. Similarly, 
it is possible to have notes made during the 
progress of an audit which may be used for the 
report in due course. Such a requirement will 
train staff to develop an inquiring and critical 
mind and to adopt the habit of seeking vital 
information instead of carrying out repetitive 
work in a routine manner. 

One point requiring consideration in planning 
an audit (except, of course, in the smallest firms) 
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is the precise staffing necessary. Many routine 
tasks have been traditionally regarded as ‘double- 
handed' jobs, and those engaged on them not 
unnaturally pursue them in a routine and un- 
critical manner. In the same way, a junior clerk 
who has to spend too long on additions will not 
learn to contribute much to his office. Such 
purely mechanical work is best left to adding 
machine operators. If the audit is more appropri- 
ately planned to follow through a transaction or 
series of transactions instead of the bulk checking 
of postings in a selected period, then the ‘double- 
handed’ aspect will often disappear. In any case, 
*double-handed' vouching, except where the two 
clerks are of equal experience, is seldom a useful 
method. 

How often should an audit be carried out? This 
will largely depend, of course, on one's instruc- 
tions; but assuming that annual accounts are all 
that the professional auditor is required to ex- 
amine, how much interim work is required? 'The 
answer to this depends on the time-table adopted 
in producing up-to-date accounts for management 
and shareholders. 

Accounts which are not up to date are little 
more than useless, and it is becoming increasingly 
recognized that accuracy to the last detail is not a 
necessity; far better is it to have quickly pro- 
duced accounts with, perhaps, some approxi- 
mations than to wait several months for an exact 
statement. Varying degrees of interim audit 
work are therefore essential, irrespective of 
whether interim accounts are prepared. 

The audit must also be conceived in a practical 
manner. How many auditors rely on the Kingston 
Cotton Mills case and accept merely a director’s 
certificate as regards stock? How many check 
every motor registration book but never attempt 
to check the plant registers, or (if no register 
exists) compile their own schedule of major 
items? How many auditors meticulously examine 
cash records but ignore the system of authorizing 
and issuing credit notes to customers? All these 
are symptomatic of an unenlightened approach 
to audit work and of a deficient service to clients. 


Use of Machines in Auditing 


The feeling that office machines were something 
to be used by one’s clients but never by oneself 
is, one may observe with satisfaction, becoming 
outmoded. The view that the junior who spends 
hours (probably while studying the preparation 
of company accounts) doing additions, thereby 
acquiring not only a considerable degree of moral 
virtue but a discipline for work otherwise said 
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to be unobtainable, can be overstated. The 
profession cannot contract out of the trend of 
increasing mechanization in the office without 
risk of being left behind. The question should 
therefore be the economic one of deciding how 
far one may go with the employment of machines. 

The most obvious example of using machines is 
in addition work, and as with all types of equip- 
ment, the choice of the actual machine to acquire 
is a matter for careful consideration. Versatility 
is an important factor and in this connection the 
point that the more complex machines require 
specially-trained operators must be kept in mind. 

Simple add/listing machines have their uses, 
of course, especially where (as in sampling 
balances for a particular test) a more permanent 
record is required. For dealing with calculating, 
however, something more is required, and 
bearing in mind the cost of staff salaries, ‘salary 
time’ saved may be well worth the relatively low 
outlay involved in the purchase of a small 
calculating machine. Slide rules, with practice, 
and using a suitable model, can be a useful aid. 


~ 


Мас пе-ргодисед Records 


The auditing of machine-produced records 
often entails the use of those machines — as in, for 
instance, the case of punched cards. It is virtually 
impossible to carry out the audit of such records 
without using a machine of some sort; nor is it 
possible to use the machine without some 
knowledge of the principles involved and the 
way the machine works. The auditor should also 
have a knowledge of all the machines used for 
accounting purposes by his clients. 

It has been found convenient, in ‘double- 
handed’ work, to use tape recorders to record 
the ‘calling’, which can then be played back by 
the clerk to himself when checking the second 
entries (e.g. as in checking postings). Dictating 
machines can well be used to record on-the-spot 
impressions and facts later to be transferred to, 
or incorporated in, accounts or reports. 

One last observation which may be made on 
the use of machines in auditing, is that although 
they may be invaluable as aids to speedy and 
efficient work and production of documents, 
whether by printed words, electronic impulses, 
tapes, wires or punched holes, machines canno 
interpret information. This is the auditor’s j 
which he must do himself. Having said that, 
however, it is only fair to add that the auditor who 
has shed the burden of such tasks on to machines 
may well have time for work of more interest to 
himself and of greater service to his client. 
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Management Control 
| and the Internal Auditor 


by J. О. DAVIES, F.C.A., A.C.W.A. 
Chief Internal Auditor, The National Coal Board 


the taking of decisions as to action or courses of 

action. This presupposes, of course, the provision 
of appropriate data on which decisions can be based 
and subsequently, organizational procedure for 
bringing decisions to bear at the points of action. 


IE has been said that the core of management is 


Broadly speaking, manage- _ 
ment can be divided into three 
levels: 


Top management -concerned | 

with the making of policy; 

- Executive level management – 
concerned with the prepara- 
tion of procedures so that 
the policy decided on by 
top management can be 
effective; 

Operational level management 
~ concerned with the prac- 
tical application of proce- 
dures so as to bring the 
policy to fruition. 

One of the most challenging 
problems therefore facing man- 
agement is the orderly delegation 
of authority to capable executives 
whilst actual control is retained 
in the hands of those ultimately 
responsible. In order to discharge 
their responsibilities, manage- 
ment must be kept adequately 
informed of and must retain 
control over all the organiza- 
tion's activities. To achieve this end, enlightened 
management introduces controls. 


Definition of Control 


The Shorter Oxford English Dictionary defines control 
as “To exercise restraint or direction upon free 
action’ or ‘to dominate’, Webster's Dictionary defines 
control as “To exercise directing, guiding or restrain- 
ing power’. Controls will vary with the size, com- 
plexity and geographical distribution of the organiz- 
ation and very often need to be specially designed 

meet the needs of the particular organization. 
This paper attempts only to deal with those which 
are necessary in every organization. 

In my opinion, the most concise summary of the 


This address by the European Regional Director of 
the Institute of Internal Auditors was presented at the 
1960 annual conference of the Scandinavian Chapter in 
Stockholm. 






Mr J. О. Davies 


essential elements of management control is con- 
tained in the paper on ‘Operational auditing’ that 
Mr Bradford Cadmus, managing director of the 
Institute of Internal Auditors, presented on his 
recent tour of the European Chapters. This runs 
as follows: 


(х) Organizational control те- 
quires that each employee 
knows his place in the or- 
ganization and exactly what 
authority and responsibility 
have been assigned to him. 
Additionally, organizational 
control requires adequate 
checks and balances with 
separation between operat- 
ing responsibility and the 
accounting for that re- 
sponsibility. 

(2) Procedures have the ob- 
jective of dividing and 
defining the work to be 
done into logical, under- 
standable sections that 
specify the work and re- 
sponsibility of each em- 
ployee. 

(3) Records include accounting 
and all other records which 
show what has occurred — 
as a basis for information 
and reports. 

(4) Reports are a major means 
of management control. 
Both records and reports 
must be prompt, accurate, 
concise and complete. Reports must be: 

(i) impartial in presenting a fair picture, and 
(ii) adaptable to administrative use, following 
the pattern of organizational responsibility. 

(5) Standards of performance provide the means of 
judging how what has occurred compares with 
what was expected or planned. Commonly used 
standards of performance are budgets, standard 
costs and comparisons with preceding periods. 


Communications 
Control also embraces communications. The art of 
communication is to keep as large a number of 
people as possible informed so that the objectives of 
the organization can be achieved as quickly as possible 
with the least amount of confusion, and so that con- 
sistency in application is achieved. Tt is not always 
realized how much falls under the general heading 
of communications. Ín a sense, it embraces every- 
thing that falls outside the manufacturing or extrac- 
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tion processes. It includes inquiries, orders, directives, 
instructions, interpretations of rules, reports, and 
so on. 

It is well understood that the internal auditor is 
the guardian of procedures. If procedures are not 
functioning properly, it may be the line of communi- 
cation rather than the mechanics of the procedure 
that is failing. Usually the flow downwards is satis- 
factory; uniformity of interpretation is generally the 
difficulty. But the flow upwards of information is 
often faulty. 

'Too little recognition in some organizations has 
been given to the contribution that can be made by 
communications from the lower levels of an organiza- 
tion and this is especially so in the field of methods. 
An analogy drawn from the medical world illustrates 
the importance of communications. Communications 
can be likened to the nervous system with the brain 
(top management) sending instructions to the limbs 
and extremities (lower levels of management) and 
receiving in return information on performance. 


'The Need.for Controls 


In a small business, control will be: informally 
handled by the proprietor through his intimate 
knowledge of every facet of the business. When 
businesses grow, informal personal control becomes 
increasingly difficult as the distance between top 
management and front line operations grow. As 
remoteness increases, so the factors of misunder- 
standing, misinterpretation, delay and ill-conceived 
judgment operate to defeat the objectives desired. 
Because of this wide separation between operational 
units and headquarters, it is difficult to form at 
headquarters true assessments of situations. 

Different types of control are needed at the three 
different levels of management. 

Operational level. Here there is a day-to-day need 
for up-to-the-minute information to ensure that 
procedures are being followed, variations of the plan 
thrown up, action taken to correct difficulties, adapta- 
tions made within the broad framework to cover 
local conditions. 

Executive level. Here there is a regular need (not 
so frequent as at the operational level) for reviewing 
information on how the detailed plans are working 
out, for applying lessons learnt at one operational 
unit to others, for increasing or decreasing the 
responsibility delegated and for co-ordinating the 
reports sent to top management. 

Top management. Here there is also a regular need 
for figures (not so frequent as the executive level). 
The figures considered at these levels are global ones 
(breakdown of figures can always be obtained if 
necessary) and these are used for studying per- 
formance against the overall objective, for analysing 
trends and for planning ahead. 

There is a need in industry for an increased aware- 
ness that the methods of the scientist should be 
brought into the management field. Аз scientific 
experiments are carried out against controls in order 
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that the results can be measured, so management 
should place itself in a position to satisfy itself that 
it is effectively carrying out what it intended to do 
and, if this is not completely possible, to measure 
and contain any deviation. 
Management must, therefore, have assurances 
that the policies and regulations that have been laid 
down are put into operation in the way they intended. 
Two principal measures must be taken to ensure this. 
The first is the installation of management controls. 
'Ihese are the fusing force between creation and 
achievement. The second is the establishment of an 
effective internal audit service designed to ascertain 
that all the necessary controls have been instituted 
and that they are effective in design and operation. 


Requirements for Effective Controls 


The requirements for effective management controls 
can be summarized under four essentials: 


(1) That they work, i.e. that they are reasonably. +. 
simple, without complications, and that the 
results they throw up are intelligible to those 
who are going to use them. 


(2) That the cost of installing and maintaining 
them is not excessive. 


(3) That they operate quickly so that remedial 
action can be taken before matters get out of 
hand. 


(4) That they are recognized as a service to manage- 
ment and not the end for which management is 
appointed. 

Too often is internal control thought of only in 
terms of accounting controls and related procedures. 
To be comprehensive, and therefore vital, manages 
ment controls must embrace (a) policies, (b) organiza 
tion, (c) personnel. 


Control over Policies 


The policies of an organization constitute the bones 
of its being. They require to be thought out well in 
advance, to be changed when there is a permanent 
alteration in outside conditions and to be clearly 
defined and promulgated. Policies are in effect the 
laws of the organization and provide broad guidance 
of the action to be taken and if effective, should 
ensure consistency of action. When sound policies 
are operating in an organization, all levels of manage- 
ment will know how they are expected to react in 
any situation (except the extreme when the need ` 
may be for a change in policy) and thus judgment is 
steered into the appropriate channels, à 

/ 

Control over Organization = 

The basic control, after the control of policies, is 
a sound organization structure; fundamental to 


such a structure is the defining of the task of every 
person. It is therefore of paramount importance that 


(1) key personnel should know the policy, the 
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They're produced in Britain — AT LOWER COST 


| BURROUGHS 
CALCULATOR SALES 
DOUBLE IN 12 MONTHS 


Sales of Burroughs calculators over the last twelve 
? months have leapt to more than twice last year's figure! 
This is because Burroughs now give even better value 
for money, with the big reductions made last year in 
calculator prices. 
These reductions were made possible by improved pro- 
duction methods in Burroughs ultra-modern factories in 
Scotland. Burroughs have built machines for British busi- 
ness since 1898, and all calculators are made in Britain. 


Standard Electric Calculator now only £165 (Style С 2051) Full-feature calculator with **Memory-dials?" now only 
Thisis the all-purpose office machine for rapid calculations £260 (Style C 3053) Here's a machine with all the advan- 
and additions. If your business has, for example, invoicing, tages of the C 2054 plus a memory register that can provide 
pe payroll, statistical or stock record applications, you will group and grand totals together with instant subtraction 
^ ^ find the simplicity, accuracy and speed of this Burroughs for the deduction of discounts, etc. Here are big savings 
calculator unequalled. in time and labour, and faster calculating at less cost. 





o sce Burroughs FIRST 


356-366 Oxford Street, London, W.1 Telephone: HY De Park 9861. Factories at Strathleven and Cumbernauld 
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Already, thousands and thousands of 
Of afional Accounting Machine users 
such as these are right up-to-date — 
all set for prosperity :— 


HAWKER AIRCRAFT LTD • ESSO PETROLEUM CO LTD 

PERCY JONES (TWINLOCK) LTD • MEREDITH & DREW LTD 
W. MELHUISH & ASSOCIATED COY'S LTD • RENTOKIL LTD - 
CARTERS TESTED SEEDS LTD • TANNOY PRODUCTS LTD 
BRITISH OXYGEN RESEARCH & DEVELOPMENT LTD 

SIEMENS EDISON SWAN LTD e DANISH BACON CO LTD 
BRITISH INSULATED CALLENDER'S CABLES LTD 

RONSON PRODUCTS LTD » ED. SHARP & SONS LTD 

VENNER LTD • STANDARD TELEPHONE & CABLES LTD 
BRITISH AMERICAN TOBACCO CO LTD • CHIESMANS LTD 
VIDOR LTD • BOWATERS U.K, PULP & PAPER MILLS LTD 
POLYTECHNIC TOURING ASSOCIATION LTD • GALLAHER LTD 
UNILEVER LTD • THE DE HAVILLAND AIRCRAFT CO LTD 

A. C. DELCO (GENERAL MOTORS) LTD • SAUNDERS ROE LTD 
REUTERS LTD • P & О STEAM NAVIGATION CO 

W. T. HENLEY’S TELEGRAPH WORKS CO LTD • PETTERS LTD 
GYPROC PRODUCTS LTD • ELLIOTT BROS. (LONDON) LTD 
KELLOGG INTERNATIONAL CORPORATION • RAEL BROOK LTD 
MARKS & SPENCER LTD • MACONOCHIE FOODS LTD 

C. C. WAKEFIELD & CO LTD (CASTROL) « MAPLE & CO LTD 
CABLE & WIRELESS CO LTD • COURAGE & BARCLAY LTD a 
J. I. THORNYCROFT LTD » THE GENERAL ELECTRIC CO LTD 
METRO-GOLDWYN-MAYER PICTURES LTD • V. P. WINES LTD 
RONEO-NEOPOST LTD • DUNLOP RUBBER CO LTD 

B.S.A. LTD • BROOKE BOND & CO LTD • A. E, REED & CO LTD 
UNITED RUM MERCHANTS LTD • BAYER PRODUCTS LTD 
SWIFT & SWALLOW LTD • COW AND GATE LTD 

VAL DE TRAVERS ASPHALT CO LTD • J. LYONS & CO LTD 
BRAND & CO LTD • BRITISH ALUMINIUM CO LTD 

T. W. W. LTD (TELEVISION WALES & THE WEST) 


LARGE, MEDIUM OR SMALL? — Size makes no 
difference. National’s unequalled range of machines 
provides the-world’s widest choice of made-to-measure 
systems for businesses of every size i and kind. 








WITH EXPANSION AHEAD, 
NOW IS THE TIME TO ACT. 


Now is the time to invite your near-at-hand 
NCR Systems Specialist to call on you. 
Confidential, explanatory talks, system surveys 
and the submission of proposals imply 
absolutely no obligation financial or otherwise. 


PN | With or without automatic tape or card-punching fad 


dust write or phone (Accounting Machine Division) 
The Natlonal Cash Register Company Ltd - 206-216 Marylebone Rd · London МУ · Tel: PAD 7070 
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overall objective and the manner in which it 
is planned to achieve it; 

(2) the various area managers, departmental heads, 
etc., should be given the staff and manpower 

^ to enable them to carry out the tasks assigned 
to them, after which they are held accountable 
for adequate performance; 

(3) there should be a periodical review (say at 
five-year intervals) of the structure, tasks and 
staffing of the organization to streamline and 
prune and for the purpose of introducing more 
modern techniques. This review should always 
be undertaken when any major change in 
policy takes place. 

Three other matters stem from the institution of 

control over organization: 

(1) The organization should be established prim- 
arily from the viewpoint of the tasks to be done 
rather than the persons available to do them. 

(2) Any organizational relationship that cannot be 
charted requires looking at most carefully as 
prima facie it will be unworkable and therefore 
frustrating. 

(3) In preparing job specifications, each job as 
regards responsibilities and general objectives, 
should be described in ultimate terms, ie. to 
give a picture of the job at its best and most 
useful. 


Control over Personnel 


An organization comes to life only when human 
beings are introduced into it to make it work. It is 
essential, therefore, that the quality of the personnel 
be assured. This can be effected by a personnel 

- policy which embraces: 

(1) Careful selection on entry into the organization. 
(2) A training scheme comprising both 

(a) attendance at courses; 

(b) secondment for short periods to other 
departments or branches. | 

(3) Development through appointment to position 
of increasing responsibility. 

(4) Annual review of each member on a rating 
basis with special attention being paid 
taken to remedy weaknesses 

(5) Early retiremes 
in-théir jobs or if that is not possible transfer 

to advisory posts which do not affect line 





woe 


management and where the special qualities-~ 


they may possess may be more effective. 


^ __ Control over Capital Expenditure 
'The essentials of capital expenditure control are: 
(1) How much is to be spent and over what period. 
(2) Allocation of capital spending to: 
(a) main activities, x 
(5) ancillary activities, 
(c) services. 
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(3) Assessment of the merits of conflicting demands 
for capital money within the framework of the 
current policy and the plan (both long-term 
and short-term). А 

(4) Control over the authority for undertaking 
capital projects which includes 

(a) delegation of varying limits of expenditure 
to different levels of management; 

(b) sound consideration of all proposals in- 
cluding estimated profitability. 

(5) Control over the execution of the projects 
which includes 

(a) proper specification; 

(5) adequate tendering procedures; 

(c) careful review of the progress of a 
project. Е 

(6) Control over the results of a project which 
includes: 

(a) appraisal of profitability compared with 
estimated profitability; 

(b) was the project carried out in the way 
planned as regards cost, time and assets 
‚created. 


Control over Revenue Expenditure 


Money values act as a common denominator and 
therefore situations of great complexity and diverse 
origins can be assimilated into an overall financial 
statement for consideration by management. All 
organizations should have a modern and effective 
system of budgetary control which provides for: 

(1) Output to be linked to factory capacity and 
based on sales forecast. 

(2) Standards of performance to bé negotiated with 
those responsible and capable of achievement 
with reasonable effort. 

(3) The issue of periodical (at least monthly) state- 
ments of operating results against forecasts. ^ ` 

(4) Provision for swift examination-(with remedial 

action) of variances 
These presuppose: 


le-up of piecework wages with output 
in all departments, the co-relation of stocks of 
finished products with sales and the control 
over scrap, waste and defective stock; 


(b) an efficient system of credit control. 







Control over Income 


Control over income is an aspect of an organization's 
activity which is sometimes neglected. There are 
two main features to be considered: 

(1) The creation of accountability at the earliest 
possible moment so that there is a record of 
the transaction from its inception. 

(2) The ascertainment that any transaction which 
should involve an accretion of revenue to the 
organization finally resolves itself into an 
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equivalent amount of cash lodged in the banking 
account of the organization. 


Contro] over Stores 
. The essential management controls over an organiza- 
tion's investment in stocks of stores and plant and 
machinery are as follows: 
(1) Adequate assessment of need (production 
plan, how much, when, etc.). 
(2) Proper selection of source of supply (tenders, 
quotations, lowest price, etc.). 
(3) Proper authority for purchasing. 
(4) Adequate physical control when held in stock, 
embracing 

(a) security; 

(5) protection 
elements; 

(c) facilities for issuing stock that has been 
longest in the storehouse; 

(d) adequate procedures for taking on to 
stores charge at reasonable valuation 
stores etc. withdrawn from use. 

(5) Frequent reviews of slow-moving stock. 

(6) Frequent reviews with adequate action of 
obsolete stocks. 

(7) Periodical reviews of the stock/usage rates. 


from the effects of the 


Internal Audit and Management 
Controls 
'The internal auditor does not establish controls; he 
appraises those that have been established to see if 
they are adequate and effective. The duties reposing 
on internal audit generally, as regards management 
controls, can be prescribed as follows: 

(t) To see that the management controls conform 
with the policy of the organization. 

(2) To see that the management controls are, in 

TU It, Mowing up the information, signals and 
Zw that they were planned to do. 
(3) To see thav uluse management controls pre- 
scribed by management are 11 ugperation and that 
(а) they are compiled accur&tely:. _ 
(6) they are prepared speedily; 
(c) they are circulated to all interested 
parties. 

(4) To make recommendations, if appropriate, 
that specific controls should be installed so as 
to cover gaps in the management grasp on 
operations. 

Ín order to achieve this a functional audit is under- 
taken., A functional audit comprises an organizational- 
wide review and appraisal of a function and involves 
the invasion of departmental barriers so that all the 
ramifications of the function under review can be 
explored. Typical examples of functional audits are 
the purchasing function, the transport function. In 
undertaking such an audit, policy, procedures, 
methods, controls and personnel would be surveyed 
and appraised. 


~~ 
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In their book Industrial Internal Auditing, Messrs 
W. A. Walker and W. К. Davies, both speaking from 
wide industrial experience, say: 


‘We believe that the greatest benefit from the 


audit is achieved if the auditor follows all the pro“ 


cesses connected with a function of the business 

straight through from beginning to end without 

limitation as to the crossing of departmental lines.’ 
They further say that: 
‘an internal audit done for the benefit of manage- 
ment . . . must be one in which the auditor ... 
uses all the ingenuity, imagination and ability that 
he can command to develop improvements which 
he would want to see in effect if it were the money 
out of his own pocket with which he was dealing’. 

To achieve this, the internal auditor must be in a 
position to be able to discuss with all operating 
personnel (wherever he meets them in the organization) 
the organization’s declared policies and the procedures 
it has designed. 

The internal auditor should be one of the chief _ 
guardians of communication. It is not suggested, of 
course, that an internal auditor should embark on 
a communications audit, heading his papers accord- 
ingly, but that during all audits he should be aware 
of the adequacy or otherwise of the systems of 
communication. If, in his opinion, these are unsatis- 
factory, appropriate comments should be made in 
his report. 

In appraising the management controls, the internal 
auditor will have constantly before him the following 
matters: : 

(1) Verifying that controls exist (and from the 

sample chosen are working) so that: 
(a) proper authority is obtained from the 
acquisition, writing off or disposal of the 
assets of the organization; 
(b) information is obtained whether or not 
assets are being acquired and utilized in 
the organization according to management 
policies and plans. 
(2) Ascertainment that controls exist (and from 
the sample chosen are working) so that liability 
is incurred only in connection with the legiti- 
mate operations of the organization. 
sion that controls exist (and from the 
sample chosen are ing) so that all the in- 
come of an organization is fit roperly 
accounted for. 
(4) Verifying that controls exist (and from the 
sample chosen are working) so that protection 
is afforded to assets of the organization. 

(5) Verifying that controls exist (and from е 
sample chosen are working) so that financial 


reports and statistics are accurate and presented 
fairly. 


~ Conclusion 


Only by becoming control conscious can internal 
auditors achieve the overall objective of internal 
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auditing stated so aptly in the Statement (Revised) 
of Responsibilities of the Internal Auditor as 


‘to assist all members of management in the effective 
discharge of their responsibilities by furnishing 
them with objective analyses, appraisal, recommen- 
dations and pertinent comments concerning the 
activities reviewed’. 


The Statement goes on to assert that: 


‘the attainment of this overall service to manage- 
ment should involve reviewing and appraising the 
soundness, adequacy and application of accounting, 
financial and operating controls’. 


To achieve this, the internal auditor must train 
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himself to appraise conditions from the management 
viewpoint. That is, he must understand the range of 
factors that management must consider before 
decisions are reached. This does not mean that the 
internal auditor must be prepared to enter the area 
of management judgment — this would be to usurp 
the functions of management. It does mean, however, 
that the internal auditor must always regard himself 
as the guardian of controls and those standards of 
performance which go with adequate control and 
must never lose sight of the fact that controls de- 
teriorate and become obsolete just as much as 
physical properties. 





Weekly Notes 


The New Parliamentary Session 


HE Queen's speech at the State opening of 

Parliament on Tuesday contained nothing very 
surprising. War pensions are to go up, and a Bill is 
to be introduced to increase retirement and other 
benefits (as well as contributions) under National 
Insurance. Basic retirement pensions will go up by 
ys ба per week for a single person and 125 6d per 
week for married couples; and proposals will be put 
forward for legislation to amend the rating law and 
facilitate the 1963 revaluation. 

There will be a Bill to extend the investment 
powers of trustees. Judging by the White Paper 
issued last December, trustees may be given power 
to invest half their fund in British equities which 
comply with certain conditions. There is to be a 
levy on horse-racing, and new legislation about 
licensing. A new weights and measures Bill will 
probably require the statement of net weight on 
packets of detergents, as well as introducing other 
safeguards for the consumer. 


Bank Rate at 51 per Cent 


НЕ reduction of Bank rate from 6 to 5$ per cent 
is a gesture to general world monetary conditions. 
The Government has made it quite clear that it 
does not represent a modification in policy so far 
as the credit squeeze is concerned. The French Bank 
rate was reduced a month ago and there is some hope 
that the German Bank rate may follow the British 
rate in the not too distant future. However, a cut 
of one-half per cent in the London rate still leaves a 
wide margin between the United. Kingdom and 
United States interest rates. | 
The reaction of the market Ло the change was 
small. The decline from 6 per cent in Bank rate, 
however, is bound to be considered a modest retreat 
-from the previous penal rate so far as the domestic 


economy is concerned. The publication this week 
of the official index of production, which shows 
industrial output fairly stagnant at a provisional 
estimate of 121 (1954-100) for the month of 
September, adds to the impression that some modest 


relaxation of credit control may not be very far с 


White Paper on Public Investment 


НЕ White Paper on Public Investment in Great 

Britain, published last Tuesday, is the first of 
its kind. Figures of approved programmes for their 
respective financial years were contained in the 
Economics Surveys of 1959 and 196o, but the new 
White Paper gives an earlier view of the outlook 
for 1961-62 than would have been provided by a 
section in an Economic Survey next spring. 

Public investment programmes for 1961-62 – 
together with figures for this year and the last two 
years ~ are given in the White Paper, and the re- 
lationship of public investment to general economic 
policy and the scope for short-term adjustments of 
the level of public investment, are discussed. 

Programmes for which Government departments, 
local authorities, and nationalized industries are 
responsible require large investment and nationalized 
industries account for about two-fifths of the total. 
The electricity programmes are the largest in this 
group, followed by the British Transport Commis- 
sion, and another two-fifths are carried out by the 
local authorities and similar bodies. Of these the 
housing and education programmes are the largest; 
the remaining one-fifth is carried out mainly by 
central Government departments. The approved 
public investment programmes for 1961-62 total 
£1,730 million, and it is expected that actual expendi- 
ture in 1960-61 may be around £1,670 million. 

The White Paper points out that the Govern- 
ment's policy on public investment must take into 
account both the aim of economic expansion and the 
balance between demand and resources. The bulk 
of expenditure on public investment is predeter- 
mined by decisions taken twelve months or more 
ahead. Marginal adjustments can be made when the 
economic outlook so requires, but it may be six 


months until significant results begin to be apparent, 
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and the full effect may not make its impact until a 
year after that. The White Paper also explains the 
part public investment plays as a balancing factor 
in the economy. This hag changed from that en- 
visaged in the 1944 White Paper on Employment 
Policy. In recent years monetary and fiscal measures, 
complemented by only marginal adjustments of public 
investment, have proved sufficient to prevent varia- 
tions in economic activity from getting out of hand. 

In the last five years, it is stated, the proportion 
of the gross national product taken by public invest- 
ment has been around 74 per cent. This is an import- 
ant element in total demand on the resources of 
the country and the long-term aims of economic 
policy could be jeopardized during periods of high 
demand if it were allowed to place too much strain 
on the country's resources, particularly those of the 
industries directly concerned. 

On the balance of demand and resources, the 
White Paper states that the role of public investment 
in preserving the balance of the economy has changed 
from that envisaged in 1944. The improved know- 
ledge of the economic situation derived from better 
statistics has been utilized, and monetary and fiscal 
measures, complemented by only marginal adjust- 
ments of public investment, have proved sufficient 
to prevent variations in economic activity from 
getting out of hand. Furthermore, world economic 
fluctuations have been less violent and shorter than 
they were before the war, and the pre-war problem 
of mass unemployment has gone so that the problems 
today are primarily those of expansion and price 
stability. 


I.D.P. and Computers 


R BRIAN A. MAYNARD, M.A., F.C.A., who 

was President of the recent O.E E.C. mission 
to the United States on integrated data processing, 
addressed a meeting of the London and District 
Society of Chartered Accountants in the Oak Hall 
of the Institute last Tuesday. 

'The mission's report, which is to be published at 
the beginning of December, hes been written, said 
Mr Maynard, with the primary object of creating a 
greater awareness among management of the ad- 
advantages of an appropriate degree of integration 
whenever data-processing activities are being re- 
viewed – in particular when the introduction of a 
computer is being considered. 

Mr Maynard said that there were a number of 
outstanding schemes for integrating data-processing 
procedures under way in the United States but that 
it was still early days and the enormous potentialities 
of computers for integrating procedures were not 
yet being widely exploited. This picture, however, 
was likely to change in a few years as the operations 
of the pioneers achieved success and the fruits of their 
experience became available to ease the way for others. 

'The United States, as the acknowledged leaders 
in education for management, had been quick to 
appreciate the importance of computers and over 
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one hundred of their university schools already had 
an installation. For management training, both at 
educational establishments and in industry, com- 
puters had stimulated the development of 'business 


games’. Some of the better ‘games’ were proving . 


most effective in bringing home the importance of 
planning ahead and in illustrating the interdepend- 
ence of many of the decisions which were, in practice, 
all too often made in isolation by different members . 
of the management team. 

Mr Maynard discussed some problems of installing 
E.D.P. in considerable detail, stressing the desir- 
ability of concentrating on proper preparation and 
planning before any equipment was selected. He 
also uttered a timely warning against the danger of 
thinking that United States practices could be 
adopted blindly. Equipment costs, converted at the 
current rate of exchange, were roughly the same as 
in Europe but United States salary levels were at 
least twice as high as those in Britain. This meant 
that it was much easier to justify the installation of 


x 


the computer in the United States than it was in ^7 


this country and that many technically attractive 
computers or punched-card applications that would 
pay off in the United States would be quite un- 
economic in Europe. | 


South African Visit 


RW. S. RISK, B.COM., C.A., F.C.W.A., President 

of The Institute of Cost and Works Account- 
ants, together with Mrs Risk and Mr Derek du Pré, 
Secretary of the Institute, set off from London 
Airport today for a three-week tour of the Institute's 
branches 1n South and East Africa. The tour has 
been arranged to coincide with the Third South 
African National Conference of the Institute which 
is to take place in Durban from November x4th to 
17th. Mr Risk will address the conference on the 
opening day and again at a final session for members 
and students on November 17th, at which Mr du 
Pré will also speak. The local branches of the 
Institute to be visited will include those at Johannes- 
burg, Pretoria, Port Elizabeth, Cape Town, Salisbury 
and Bulawayo. The party will arrive back in the 
United Kingdom on November 28th. 


Investment Clubs Survey 
A interesting statistical survey of the investment 
club movement in the United Kingdom was 
published last week by the National Association of 
Investment Clubs. The survey is based on a ques- 
tionnaire returned by 135 clubs and shows that 
56 of these clubs had over 20 members, 18 clubs had 


exactly 20 members and 59 clubs had under 20 Pm 


members. In a breakdown of members' occupations, 
the clerical group leads with 396 members followed 
by engineers (292 members) and accountants in 
third place with 189 members. These leading groups 
are followed closely by housewives (160 members) 
and company directors (157 members). 

'The most popular shareholdings are shown to. be 


r 
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in chemicals and plastics (6-24 per cent), steel 
(6-06 per cent), drapery and stores (5-71 per cent), 
breweries and distilleries (4:83 per cent), industrial 
holding companies (4:52 per cent), property (4:47 per 
-cent) and food (4-42 per cent). The least popular 
were gilt-edged securities with only x per cent. The 
survey reports that those clubs formed in 1958 had 
done very well as market conditions had been 
favourable to them, but clubs started in 1960 (the 
largest proportion) showed, in the main, more losses 
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than profits at the end of July, but, of course, they 
had only operated for a short time in difficult market 
conditions. | 

In answer to a question whether they thought 
stock-markets would be higher or lower in a year's 
time, ninety-eight clubs thought share prices would 
be higher, four clubs thought they would be lower, 
four clubs expected them to remain unchanged and 
nine clubs did not know. Eleven clubs replied ‘Yes’, 
which perhaps may be the best answer. 





This is My Life... 


by An Industrious Accountant . 


A CHAPTER 49 


IRST thing yesterday morning my telephone 

rang; it was the personnel director’s haughty 
private secretary-typist at her most glacial: ‘Will you 
kindly be so good as to hold on for the personnel 
director. He wishes to speak to you now.’ So I held 
on. There was a pause, some clicking and buzzing, 
then her voice far away and remote: ‘I have the 
company secretary on the line now, sir. Are you 
ready to speak to him? Another, longer pause. 

Then Prinny came through in his hearty style. 
“That you, old chap? Fine, fine. Can you come up to 
my office for a moment, please? I want to talk about 
staff problems . . . over-staffing in accounts, you know 
. . . excessive paper-work . . . time-wasting practices 

rand all that.’ So up I went. 
~, Prinny’s outer office was a feverish bustle of 
"activity. There were typists typing away frantically, 
clerks turning over the morning papers and marking 
them in blue pencil, more typists cutting out articles 
and gumming them into books, others again shuffling 
through bulky files, everyone intent. And Miss 
Glacial was just on to another victim at her little 
switchboard: ‘Will you kindly hold on for the per- 
sonnel director. He’s on another line just at the 
moment. Thank you.’ She motioned briskly to me to 


be seated, but I’ve seen her at this game before. I. 


beamed at her, knocked, and walked right in. 

Prinny said into the receiver: “. . . and a fiver each 
way on Man о’ War. Many thanks. Bye now’, and 
welcomed me cordially. He had a wonderful chart 
of the accounts staff, family-tree style, with vari- 
coloured vertical and horizontal lines, and plastic 
stick-on discs for my accountants. They were multi- 
coloured too, with stars and bars for service and merit 
(or otherwise), and the whole thing was most im- 
pressive. Unfortunately, he had omitted the last two 
changes and we had an enjoyable time sorting out new 
discs. He’s planning a change in the basic colour 
-scheme and had some ingenious designs for the 


future. Just then, the forgotten holder-on came 
through plaintively and they had a long talk, and then 
Glacial filtered through to him, at intervals, a shop- 
steward and the Staff Association treasurer, and the 
sales manager, with assorted queries, so I had three 
cups of coffee while waiting, and one of Prinny's 
special-interview cheroots. Finally, Һе told Miss 
Glacial to freeze his phone as he'd be busy from then 
on. 

We were just settling down for our talk when she 
came in with a typed list of about a dozen short items, 
like an agenda. Prinny studied it frowningly. "The 
main news items of the morning Press, pre-digested, 
you know,’ he explained. ‘Gens me up, what? Saves 
endless time.’ Then he marked the items carefully. 
Those with an A were for trade union titbits, strikes, 
etc., which were specially filed away and included 
excerpts from every paper of the day; those with B 
were for conferences, international labour office 
bulletins, and so on, which were for minor files; those 
unticked he perused and left. Then a typist came in 
with the leading dailies, helpfully blue-pencilled for 
prompt attention, and he apologized for having to 
scan them hurriedly. Next came another with the 
B files up to date as of yesterday, and later came 
another with the A files up to this morning, so he 
showed me with some pride the wealth of informa- 
tion that was available whenever required. 

They were beautifully indexed with stick-out tabs 
"and informative titles, and the contents were in 
cellophane envelopes for protection, and it was all 
very pretty. 

By this time, Prinny was pretty well fatigued with 
the day's pressure of work, and he sighed as he 
wearily produced the personal file of the temporary 
junior clerk who was due for consideration. It was 
his own invention, his ewe-lamb, that file. There was 
a transparent cover, with cut-out spaces which 
revealed the clerk's front and side photographs and 
all salient details from birth, at first glance, and inside 
a punched card with the same items coded for 
analysis, and then the letters and reports. 

Just then, his girl came in to remind him that he 
was due to give a pep talk to two commercial travel- 
lers who have just been appointed, to indoctrinate 
them with the proper zeal and enthusiasm, as it was 
11.45 a.m. So our meeting on time-wasting practices 
was adjourned indefinitely. 
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4414 
20,600 


£2,422,363 
2,891,470 
675,356 


1,902,091 
14,324,454 
£7,891,280 


Finance and 
Commerce 


Amounts 
written off 
and provided 
£4,152,203 £1,754,854 £2,397,349 
174,867 
£1,618,761 
283,330 
£3,075,000 
337,000 
£2,738,000 
153,470 
205,309 
46,992 


4,414 


195,467 
£4,352,084  £1,929,721 


Cost 


Hector Whaling 


O use stock-market terminology, the accounts of 

Hector Whaling Ltd — reprinted this week — are 
‘ex whaling’ and ‘cum cash’. The accounts have 
been drawn up so as to give effect to the provisions 
of an agreement, entered into before the end of the 
financial year, for the sale of the company’s interests 
in Antarctic Whaling to a Japanese company. The 
Hector company is dropping out of whaling after 
being in it for one hundred years. 
_~Briefly, the company sold its pelagic whaling 
interests and the major part of the whaling fleet for 
£3 million, payable as to £1 million on delivery and 
the balance by instalments over the next five years. 
The sale is estimated to produce £2,450,000 net 
after interest and expenses. 

Sir George Binney, the chairman, explains in his 
review that, when the board were approached by the 
Japanese company, it was apparent that the negotia- 
tions should be pursued. Last season’s whaling 
operations, he points out, while showing a distinct 
improvement on the previous season, were again 
unprofitable and the future of Antarctic whaling for 
high cost Western expeditions appeared increasingly 
obscure. 

Indeed, says Sir George, the possibility had to be 
faced that within a comparatively short period the 
financial risks in mounting an expedition would cease 
to be profitable, in which case the whaling fleet 
would have had no more than scrap value. 


}Directors 


Payments on account of new tonnage 


Trade Investments .. 
de B. TROUTON 


IAN Т. MORROW 


South Africa è ES 
Cash at banks and in hand 
R. 


Less interest included in sale price and receivable over 
five years .. . 


Stocks on hand, debtors and payments in advance 
Expenditure incurred on land station operations in 


17,000 Whaling products at estimated net realisable value 
Debtors for sales of whaling products 


Other property (see Note 7) 
Advances on current account 


Shares held at cost .. 
Whaling vessels 


Tanker 


AMOUNTS DUE FROM SALE OF VESSELS:— 
CURRENT ASSETS:— 


SUBSIDIARY COMPANIES:— 


FIXED ASSETS:— 
Fleet (see Note 6) 


97 
£4,597,190 
1,618,661 
312,348 
£6,528,199 
234,076 
174,380 
69,279 
164,161 
14,376 


£1,692,012 
1,137,526 
,891,280 


HECTOR WHALING LIMITED 
4,076,742 


BALANCE SHEET as at 3156 July, 1960 


60,000 
185,000 


2,210,657 





Issued and 
347,920 


Authorised fully paid 
£846,006 


846,006 





900,000 
£1,800,000 


£51,818 
296,102 





£900,000 


D 


Profit on Book Values 


The first instalment of £200,000 is due on February 
15th, 1961, and payments will be completed on pay- 
ment of the tenth and final instalment on August 
15th, 1965. Payment of the instalments is guaranteed 
as to до per cent by the Export Credits Guarantee 
Department. Each £200,000 of instalments includes 
interest and it is calculated that of the £2 million 
payable by instalments, £337,000 in all represents 
interest on the balances outstanding from time to 
time. : 
The book value of the vessels sold was £1,717,000 
and as no value was included in the balance sheet for 
goodwill, the net effect of the transaction, after pay- - 
ment of all expenses totaling £281,000 including 
compensation, will be a profit on balance sheet E 
values of approximately £664,000. | 2 
Fringe sales of other whale catchers, equipment 


y for British Taxation 
^h Bi 
pAanite Фа he read in coniunction with nates on nace 1594 = 


Таса are 


x 


3 
À 


ferred Shares of £1 each .. 
Ordinary Shares of 5/- each 

ployees (see Note 5) 
Mortgage loan, since repaid 
Subsidiary Companies 

On Ordinary Shares 


Provision for pensions to former directors and em- 
Capital Dividends 


Amount set aside for surveys and deferred repairs 
Cumulative dividend on Preferred Shares 


Taxation Equalisation Reserve (see Note 4) 
Proposed dividends:— 


74 per cent Cumulative Participating Pre- 


Capital Surplus (see Note 3) 
Undistributed Profits 


Bank overdrafts 
Estimated liabilit 


Creditors 


CURRENT LIABILITIES AND PROVISIONS:— 


BANK LOAN secured by mortgage оп tankers .. 


CAPITAL:— 
SURPLUS:— 


846,006 
144,500 
185,000 


£1,692,012 
870,869 
293,177 


£846,006 
1,391,932 
263,010 
122,291 
£3,469,245 
2,219,248 
19,432 
£7,201,471 


£7,201,471 


a 
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and stores, which the sale of the major part of the = 228]5 E = 8 
whaling fleet made redundant, are expected to realize RATA | 3 g E 
£152,000, giving a further profit of £47,000 over d Ч сї 5 


alance sheet values. 


337,000 


£2,738,000 
153,470 


Capital Repayment Problem 

Under these circumstances, the question of a repay- 
ment of capital naturally arose and Sir George 
reports that the matter was fully explored in con- 
sultation with the company’s auditors and legal 
advisers. The board were advised that there was 
little prospect of obtaining the Court's sanction to a 
reduction of capital in view of the impossibility of 
establishing that the company, after any repayment 
of capital, would still have in hand, in cash or 
‘Government securities, sufficient to cover the com- 
pany's creditors, including its future building com- 
mitments. 

Sir George had already informed shareholders of 
the company's shipbuilding programme involving 
Several million pounds. The company is half-way 
through a programme entered into in 1956 and 1957 
with commitments then totalling over £7 million. 

The board, however, were advised that they had 
power to recommend payment of a dividend out of 
capital profits where fixed assets had been sold in 
excess of their original cost and having such profit 
of £333,224 from the sale of a tanker, the directors 
recommend a capital dividend, without tax liability, 
of course, of 25 per cent on the ordinary and xo per 
cent on the cumulative participation preferred share 
capital. 


Amounts 
written off 
and provided 

£3,075,000 


Cost 
£4,382,672 £1,985,323 
£5,179,794 £2,362,419 





land station operations in 


рна 


f new tonnage (see 
, debtors and payments in advance 
g products at estimated net realisable value 


s for sales of whaling products 


IAN T. MORROW 
R. de B. TROUTON 


five years .. 
South Africa => 
Cash at banks and in hand 


Note 1) 


Trade Investments 
Less interest included in sale price and receivable over 


Fleet (see Note 6) 

Payments on account o 
Other property (see Note 7 
Stocks on hand, 

Expenditure incurred on 


Whaling vessels 
Whalin 


Tanker 
Debtor: 


AMOUNTS DUE FROM SALE OF VESSELS:— 


FIXED ASSETS:— 
CURRENT ASSETS:— 


4,446 
100,026 


14,995,788 
234,076 
176,621 
17,000 


m jui 
st Ju 
1959 
£3,347,880 
1,543,436 
69,279 
164,161 
46,798 
£5,703,723 


985,000 


Shipping Recession 
Having sold the whaling interests which were for 
[many years the company’s main source of revenue, 

e directors naturally gave serious consideration as 
to whether it would be in shareholders’ interests to 
recommend realization of all the assets and to wind 
up the company. 

If offered for sale today, Sir George says, a modern 
‘ship would only be realizable at a heavy loss, whereas 
any improvement in trading conditions would result 
in an improvement in tonnage prices. Readers who 
‘have followed the deterioration in the shipping 
industry and the fall in freights in recent years will 
realize the full truth of this statement. 

But the directors, Sir George continues, are of 
the opinion that there are some indications that the 
shipping depression from which the company has 
suffered for the last three years may be passing. 
And he presents the board’s opinion that ‘a sale of 
ug vessels at the present time would be unwise’. 

Wir George points out that with assets at their 
balance sheet value, shareholders! funds at July 
318, 1960, amounted to £3,528,602, which represents 
approximately 30s 3d for each £1 Preferred Share 
and 13s 3d for each 5s Ordinary Share. There would, 
he says, in all probability be heavy losses in the 
event of a liquidation at the present time which would 
reduce the amount available for shareholders. The 


£1,692,012 
1,836,596 
£3,528,608 
2,064,048 
£6,577,656 





846,006 
347,920 


£846,006 





Issued and 


Authorised fully paid 


CONSOLIDATED BALANCE SHEET as at 3lst.July, 1960 
£1,096,189 
740,407 


HECTOR WHALING LIMITED AND SUBSIDIARY COMPANIES 


900,000 
£51,8I8 
296,102. 


£900,000 
£1,800,000 





ferred Shares of £1 each .. 
Ordinary Shares of 5/- each 
ployees (see Note 5) 
Mortgage loan, since repaid 
Qn Ordinary Shares 


Provision for pensions to former directors and em- 
Capital Dividends 


Amount set aside for surveys and deferred repairs 


Cumulative dividend on Preferred Shares ` 


7& per cent. Cumulative Participating Pre- 
Proposed dividends:— 


Taxation Equalisation Reserve (see Note 4) 


Estimated liability for British Taxation 


Capital Surplus (see Note 3) 
Creditors 


Undistributed Profits 


Bank overdrafts 
These accounts to be read in conjunction with notes on page [594]. 


CURRENT LIABILITIES AND PROVISIONS;— 


BANK LOAN secured by mortgage on tankers 


CAPITAL:— 
SURPLUS:— 


£846,006 
846,006 
£1,692,012 
2,077,546 
281,516 
122,291 
870,875 

4l 

310,510 


£4,173,365 
144,500 
185,000 
19,432 
£5,703,723 
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MARCHANT Calculator 


BLOCK & ANDERSON miten 
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MARCHANT 


She just touches the multiplier keys and the answer appears 
—at once—there’s nothing faster than a Marchant! And that’s 
not all. Marchant's 3-dial proof and complete carry-over in 
all registers absolutely guarantees the right answer. | 
Try it and prove it. Set aside ten minutes of any day for а free 
demonstration...those ten minutes could save you hours a 
day for years to come. 


Head Office: Banda House, Cambridge Grove, Hammersmith, London, W.6, Tel: BlVerside 4121 (20 Ines) 


BUSINESS 





AUTOMATION — ai its best! 


по — —À — —Á1 


Гь send me details of the following 






| Business Automation Equipment: Name «e wives san bos 521 ки Va d aetna a Sonne oka ed 
Modèm Duplicating Methods 
ystems Machines ПОП оса sae ceo av ооо ан оче EE ока по 
Visual Control Charts Positión 
Photocopying Equipment А 
Firm 







Calculators 
Standard and Portable Typewriters 
Adding and Book-keeping Machines 
Mail-Room Equipment 
Addressing Machines 
Banda Supplies 


DIOCODOOOoOod 


[ 
| 
| 
| 
| 
| 
| 
| 


She's incredibly quick with her 


and she never makes a mistake 


ON-THE-SPOT SERVICE 
from B & A branches in principal towns 


I 
| 
l 
| 


XVII 


THE 
XVIII ACCOUNTANT November 5th, 1960 
Бе а%%+%+%%3%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%%и 


f 


Robert Benson, Lonsdale 
& Co. Limited 


ALDERMANBURY HOUSE · LONDON EC2 


INVESTMENT BANKERS 


Investment Advice and Provision of Capital for Industry 


5+%%%%%%%%%%%%%%%%%%%%%%%%%%% 
ЈАХТА ТЈ БРЕ ОР 
























‘Body’ Protection 


Singular? Plural? It’s all the same to a word like ‘body’. In fact, you 
could truthfully call your staff a ‘body of bodies’. There are occasions, 
however, when it pays to be plural. When, for instance, you are covering 
your staff individually against injury at work and find that with a 
Group Personal Accident Policy you enjoy considerably reduced rates. 
This group policy can provide complete financial protection in 

the case of an accident. It can be arranged to make up wages if an 
employee is totally disabled for a time. And if the accident proves 

fatal within a certain period, a capital payment is made to dependants. 
An additional advantage is that an income-tax allowance can 
generally be claimed on any part of the premiums paid by the employer. 
For any form of Insurance, from Burglary to Group Pensions for 
anybody or everybody, you will find Legal & General policies an asset, 
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INTEREST PER ANNUM 


= £6. 2. 5% 


where Income Tax is paid at the standard rate 


оп 1 year fixed TERM SHARES 


The Westbourne Park Building Society Here is a splendid opportunity of securing 
is prepared to accept sums of £100, and а high rate of interest for a guaranteed 
multiples of £50 up to £2,500, for a fixed term and should particularly appeal to 
term of 1 year, bearing interest at the rate those who wish to be assured of a non- 
of 32 ?/ per annum, income tax paid by the fluctuating income. 

Society. Full particulars upon application. 


WESTBOURNE PARK 


BUILDING SOCIETY 


Member of the Building Societies Association 


Head Office: Westbourne Grove, London, W.2. 
Local Offices: Southampton, Southend, Worthing, Ashford (Kent), Newbury, 
Newton Abbot, Bournemouth and agencies throughout the country 


Assets £31,000,000 Reserves £2,094,000 
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EST. 1850 Old Broad Street 
WHEATLEY KIRK Securities, Ltd. 


PRICE & CO 


E. L. JUDSON, F.R.I.C.$., F.A.I., Е. BEDDARD, A.I.MECH.E., F.A.L.P.A. 
M. S. CHEAVIN, F.A.I., G. E. GIBBS, F.A.L.P.A. 


BANKERS 


Directors: 
J. GIBSON JARVIE (Chairman) 


VALUERS & AUCTIONEERS W. F. EVA, С.А. 


PETER MACLEOD GRAY, C.A. 
OF H. J. WEBSTER, A.C.A. 


INDUSTRIAL 
FIXED ASSETS Capital Issues – Placings 


Introductions 
Capital for Industrial Development 
9 REX PLACE Company Registrars | 
LONDON, WI 


LOE а m 52, Cornhill, London, E.C.3 


HYDE PARK 8844 


S. B. WILFORD 
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ypewriter 


ial '66' Office typewriter 
Good Companion’ portables 


mperial Special Purpose machines 


YPEWRITER CO LTD 
АМО HULL 
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FARMER & SONS 


conduct 


VALUATIONS 


nd 


AUCTION SALES 


of 
PLANT, MACHINERY AND 
INDUSTRIAL PROPERTIES 


Factory Investments Mortgages arranged 


46 GRESHAM STREET, LONDON, EC2 


Tel: MONarch 3422 (8 lines) 
Telegraphic Address: 'SITES LONDON" 





DAVIES INVESTMENTS LTD 
BANKERS 


GROSS ASSETS £2,000,000 


SHORT-TERM DEMAND RATES 


The following rates of interest are paid 
on sums deposited for short terms; no 
notice is required for withdrawal: 


Up to £50,000 6} per cent 
Over £50,000 5i , 


” 


* 


For full details including Audited Balance Sheet, 
please write:- 
INVESTMENT DEPT. AST, 
DAVIES INVESTMENTS LTD 
DANES INN HOUSE, STRAND, LONDON, WC2 
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. REGISTER OF DIRECTORS’ SHAREHOLDINGS —I 


LTHOUGH the relationship of directors to the 

company is one requiring the utmost good faith, 
directors are not trustees for individual shareholders. 
In Percival v. Wright ([1902] 2 Ch. 421) it was held 
that directors buying shares from a member of the 
company are not compelled to disclose to him any 
facts known to them which might affect the price of 
the shares. 


The Cohen Committee 


In their report, the Cohen Committee differentiated 
between a general knowledge on the part of the 
directors of the affairs of the company, and a know- 
ledge of more particular transactions contemplated, 
such as the conclusion of a favourable contract or the 
recommendation of an increased dividend. In the 
= latter case they considered it improper for the directors 
to purchase shares in the company when they have a 
knowledge of such facts which are unknown to the 
general body of shareholders. 

The fact that shares are frequently registered in the 
names of nominees for the true holders is one which 
tends to encourage such improper dealings in the 
company’s shares. The Cohen Committee did not, 
however, recommend a prohibition on the holding by 
directors of shares in the names of nominees, as they 
considered the practice was often convenient, and 
that any prohibition would probably be easily evaded, 
e.g. through the medium of a company controlled by 
the director. 

The committee did, however, recommend that such 
improper transactions should be discouraged by 
јао directors to make disclosure of all their 
f transactions in the shares or debentures of their 
companies. They felt that this compulsory disclosure 
would also have the effect of preventing or diminishing 
the possibility of unfounded suspicion of such improper 
transactions. Against the suggestion that disclosure 
might adversely affect the interests of the shareholders, 
e.g. if a director for good private reasons sold most of 
his holdings, unwarranted rumours might arise regard- 
ing the affairs of the company, the committee suggested 
that the fact that disclosure was compulsory would 
tend to negative this false impression and, in any case, 
the director could state the reasons for his transactions. 


Register of Directors’ Shareholdings 


Section 195 of the Companies Act, 1948, now requires 
that every company shall keep a register showing, as 
respects each director of the company (not being its 
holding company), the number, description and 
amount of any shares in or debentures of the company 
or any other body corporate being: 
(a) the company’s subsidiary; or 
(b) the company's holding company; or 
(c) a ‘fellow-subsidiary’ of the company, i.e. a body 
corporate which is also a subsidiary of the company’s 
holding company, which are held: 
(i) by him; or 
(ii) in trust for him; or 


(iii) of which he has a right to become the holder, 
whether on payment or not (e.g. where he has an 
option to take up further shares in the company). 

By Section 455, the term ‘share’ includes stock, 
except where a distinction is expressed or implied. 

The register need not include shares in a wholly- 
owned subsidiary. A ‘wholly-owned’ subsidiary is one 
which has no members but the holding company and 
other wholly-owned subsidiaries of the holding 
company, or nominees of the holding company or of 
its wholly-owned subsidiaries. In other words, the 
holding company directly or through other wholly- 
owned subsidiaries or through nominees owns all the 
shares in the subsidiary company under consideration. 

'The reason for this is that where the company is the 
wholly-owned subsidiary of another company, some 
shares of the subsidiary must be registered in the 
names of nominees of the holding company in order to 
(1) constitute the share qualifications of the sub- 
sidiary company's directors; or (2) comply with the 
statutory requirement regarding the minimum number 
of members of a company. 

As, in effect, directors of a wholly-owned subsidiary 
company can hold shares in it only as nominees of the 
holding company, they cannot possibly traffic in them 
for their own benefit. 


Groups of Companies 


"Where tbere is a group of companies, the position can 
become a little complicated, e.g.: 

(1) Company A. is the parent company of a group or 
chain of companies, and its shares are held by the 
public generally; 

(2) Company B. is a subsidiary of company A., but is not 
its wholly-owned subsidiary, since a proportion of 
the shares in company B. are held by the public; 

(3) Companies C., D., E. and F. are wholly-owned 
subsidiaries of company B., all their shares being 
registered in the names of company B. and its 
попипеез. 

In the case of companies С., D., Е. and Е., which are 
‘fellow’ subsidiaries, their registers of directors’ 
holdings need not include particulars of shares held 
by directors in themselves or in each other, since they 
are all ‘wholly-owned’ subsidiaries of company B. 
They must include particulars of shares held by their 
directors in companies A. and B., however, since both 
companies are holding companies of C., D., E. and F., 
and neither A. nor B. is a ‘wholly-owned’ subsidiary 
of any other company. 

The register of company B. need not include parti- 
culars of shares held by its directors in companies 
C., D., E. and F., since these are its ‘wholly-owned’ 
subsidiaries and, consequently, the directors can hold 
shares in companies C., D., E. and F. only as nominees 
of company B. The register must include particulars of 
shares held by its directors in company B. itself, since 
it is not a ‘wholly-owned’ subsidiary of company A., 
and must also include particulars of shares held by its 
directors in its holding company, company A. 

Similarly, although companies C., D., E. and F. are 
not ‘wholly-owned’ subsidiaries of company A., since 
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outside shareholders in company B. also have an 
interest in them, they are ‘wholly-owned’ subsidiaries 
of company B. Section 195 provides that the register 
need not include shares in a ‘wholly-owned’ subsidiary, 
but does not restrict thi$ to the register of the company 
which is the ‘wholly-owning’ parent. The directors of 
company A. could only traffic indirectly in the shares 
of companies C., D., E. and F. by dealing in the shares 
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of company A. or company B. Consequently, the 
register of company A. need not include particulars of 
any shares held by its directors in companies C., D., 
E. and F. The register would, of course, be required 
to include particulars of the shares held by its directors, 
in itself or in company B., since B. is not a ‘wholly- 
owned' subsidiary. 
(To be concluded.) 


LONDON STUDENTS' COLUMN 


News from the London Chartered Accountant Students’ Committee 


The President's Meeting 


The Guildhall was packed on October 12th, for the 
President's Meeting at which Lord Chandos gave a 
talk entitled ‘The constructive aspects of accountancy’ 
(reproduced in The Accountant of October 22nd). 
Unfortunately Mr Parker was unable to attend, and 
Sir Harold Howitt kindly agreed to preside. 


Autumn Session 


The autumn session is well under way and members 
should now be in possession of the detailed pro- 
gramme for the meetings to be held in the period from 
November 1st. Among the major functions in this 
period are the mock company annual general meeting 
in the Chartered Insurance Hall, Aldermanbury, on 
November 29th, the annual dinner at Grosvenor House 
on December 12th, and the Christmas dance at the 
Royal Festival Hall on December 16th. 


Union of Chartered Accountant Students’ 
Societies 


This year the Union conference will be held in South- 
port on December 9th and roth. Delegates from 
students! societies throughout England and Wales 
will meet to consider questions of common interest and 
collate matters for discussion with members of the 
Council of the Institute. 


Students' Social Centre 


The social centre subcommittee has reported to the 
main committee the results of the questionnaire 
circulated to all members and the committee has 
authorized the subcommittee to concentrate its 
immediate planning on a pilot scheme for the provision 
of a bar and lounge in premises in the West End 
capable of accommodating about 200 people, to be 
open in the evenings for social purposes with dances 
and jazz nights to be arranged from time to time. If 
practicable, and if the demand is satisfactory, lunch- 
time snacks might be provided at a later stage. The sub- 
committee will now look for suitable premises and will 
submit to the committee estimates of the fixed costs of 
opening and running such premises. 


Autumn Residential Course 


The senior residential.course at Balliol and Jesus 
Colleges, Oxford, was attended by 212 students. The 
lectures were well received and the discussion was 
active. A number of those present have formed the 
Lindsay Club designed specially for those in the last 
year of articles. More details may be obtained from the 
Library. 


Articled Clerks’ Diaries 


Students are reminded that the 1961 diaries are on 
sale at 3s 6d each (4s by post). The demand has been 
encouraging and interested members are advised to 
approach the Library before supplies are exhausted. 


Informal Dance 


Members are also reminded that the first of two infor- _ 
mal dances will be held at The Coronet Club, St John’s 
Wood, on November 4th. A double ticket costs 7s 6d, 
excluding refreshments. 


Visits to Banks and Industrial Undertakings 


During recent months there has been a considerable 
fall in support for these visits. There has also been an 
increase in the number of students who, after asking 
for places, have failed to turn up. Apart from discourtesy 
to the host, there is at the same time the loss of opportu- 
nity for another student to use the vacant place. 
Students who find themselves prevented from joining 
their parties are requested to ring the Library immedi- 
ately so that the vacancy can be filled. 


Sports 


The soccer team lost their match against Guy's-^ 
Hospital by 2 goals to 1, their first defeat for eighteen ' 
months. 


Next Week’s Meetings 


The following meetings of the Society will be held 
next week: 

Monday, 5.30 p.m., at the Institute, Moorgate Place, EC2: 
Lecture on “Trends in recent tax cases’, by Mr Hilary 
Magnus, Q.c. Chairman: Mr Brian Manning, C.B.E., D.L., 
J.P., Е.С.А. (Vice-President of the Students’ Society). 

Tuesday, 6 p.m., at Bunch of Grapes, Oxford Street, 
Wı: Lindsay Group social evening. 

Wednesday, 5.30 p.m.: Lecture and demonstration of 
Underwood Accounting Machines (limited number). 

Thursday, 5.1 5 p.m., at the Institute: Introductory course 
lecture on "The conduct of a typical case in the 
Courts', by Mr Patrick W. Medd, Barrister-at-law. 

6 p.m., at the Institute: Joint debate with the 
Midland Bank Debating Society on the motion "That 
Britain's leaders have failed Britain's youth'. 

Friday, 5.15 p.m., at the Institute: Introductory course i 
lectures on ‘Management accounting and costing’, by’ 
Mr Kenneth G. Bishop, A.C.A., chief accountant, 
Yardley & Co Ltd, and ‘Partnership law’, by Mr 
Patrick W. Medd, Barrister-at-law. 

Students are reminded that the Library and Study 
Room at Spencer House, South Place, EC2, are open 
on Mondays to Fridays from 9.30 a.m. to 5.30 p.m. 
The Study Room is available in the evening by prior 
arrangement. 
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LEEDS CHARTERED ACCOUNTANTS’ DINNER 


Nearly five hundred guests attended the annual dinner 

соғ The Leeds, Bradford and District Society of 
Chartered Accountants at The Queen’s Hotel, Leeds, 
on October 28th. The President, Mr Rupert Walton, 
T.D., F.C.A., presided. 

The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by the Rt. Hon. 
Richard Wood, P.c., M.P., Minister of Power. 

'The toast was responded to by Mr S. John Pears, 
F.C.A., President of the Institute, who referred to his 
experience in the Ministry of Supply in costing and 
price fixing. 

'The costing carried out during the war had done 
much to stimulate the wool, worsted and clothing 
industries! interest in costing both as regards the 
economic use of materials and as regards conversion 
costs. Mr Pears went on: 


*Some of you perhaps still need some assistance in 

costing, and also perhaps need some assistance in organiza- 
_ tion and what is now known as management servicing. 

‘If you do, I suggest that you consult in the first place 
your own auditor and if he cannot do the job himself he will 
tell you the right person to go to. It may be somebody else 
in the accountancy profession and it could be one of the 
other concerns dealing with this type of work of whom there 
are a number of respectable firms. These people adhere to 
what we regard as proper professional ethics. Do not go to 
people, some of whom are not highly principled, who have 
no regard for professional ethics.’ 


Mr Pears then issued this warning: 


‘If you find that some undertaking is advertising their 
services, if you find they have come to your office and put 
their foot in the door and given you some high pressure 
salesmanship, using a number of cliches you don’t under- 
stand, beware. If you don’t you may be poorer in money 
and you may be poorer in your own self-esteem because 


you may be made a sucker. I say this in all sincerity – be 
on your guard.’ . 

Proposing the toast of ‘Our Guests’, Mr Rupert 
Walton said that industry and commerce had to keep 
pace with changing conditions and to incorporate these 
changes wisely required all the modern business man’s 
skill, judgement, imagination and sophistication in 
economics and statistics. 

He urged the seeking of professional advice on capital 
expenditure, and added: ‘If capital is not to be dissipated, 
the right equipment has to be bought or else we have 
lost the trade race from the beginning’. 

The toast was responded to by the Lord Mayor of 
Leeds, Alderman Mrs Lillian Hammond, Ј.Р., and 
Mr Angus Fraser, Solicitor to the Board of Inland 
Revenue. 

The Company 


Among those present were: 

Messrs C. W. Boyce, 0.B.E., F.C.A. (a Past President of the 
Institute); G. R. Booth, a.c.w.a. (President, Leeds and 
District Branch, Institute of Cost and Works Accountants); 
Professor A. J. Brown, PH.D., M.A. (Professor of Economics, 
Leeds University); Mr R. H. Braime, M.A. (President, Leeds 
Chamber of Commerce); Dr E. G. Edwards, PH.D., B.SC., 
F.R.1.C. (Principal, Bradford Institute of Technology). 

Messrs T. A. Last, LL.B. (President, Bradford Incor- 
porated Law Society); E. Lee (President, Leeds Centre, 
Institute of Bankers); Alan S. Maclver, C.B.E., M.C., B.A. 
(Secretary of the Institute); A. G. McCandlish (President, 
Incorporated Leeds Law Society); D. W. M. Scott (President, 
Bradford Chamber of Commerce); David Steele, r.c.a. 
(Member of the Council of the Institute); A. F. Trigg, 
F.A.C.C.A. (President, West Yorkshire Society of Certified and 
Corporate Accountants); Messrs С. De P. Veale, Q.C. (Recorder 
of Leeds); Victor Walton, F.c.a. (Member of the Council of the 
Institute); J. P. Wood (President, Bradford and District 
Centre, Institute of Bankers). 


Notes and Notices 


PROFESSIONAL NOTICES 


Messrs DELOITTE, PLENDER, GRIFFITHS & Co and 
Messrs DELOITTE, PLENDER, Haskins & SELLS, 
announce that Mr J. Rorro REID, F.C.A., is retiring 
from their Paris partnerships on October 31st, 1960, 
to take up an appointment with his family firm, JoHN 
REID & Sons Ілр. 


Messrs SIDNEY GAINSLEY, HARRISON & Co, of 52-54 
Gray's Inn Road, London, WCr, announce that on 
October 29th, 1960, the partnership was dissolved by 
mutual consent. Mr SIDNEY GAINSLEY, Е.С.А., will 
continue to practise on his own account as SIDNEY 
GAINSLEY, SON & Co and Mr S. Harrison, F.C.A., and 
Mr S. KRITEMAN, F.C.A., will continue in partnership 

P"together as HARRISON, KRITEMAN & Co. The address of 
the offices and the telephone numbers of both practices 
will remain unchanged. 


Messrs PAYNE, STONE, FRASER & Co, of 17 Bedford 
Row, London, МС, announce with regret the death 
on October 29th, of their partner, Mr WALTER JOSEPH 
GREEN, F.C.A., who had been associated with the firm 
for thirty-seven years. The firm will continue to be 
carried on under the same name and style as before. 


Messrs Peat, Marwick, MITCHELL & Co, announce 
that as from October 151, 1960, Ме PETER C. WESTWOOD 
has been admitted a partner in the South Wales 
offices of the firm. 


Appointments 


Mr К. W. Bevan, ғ.с.А., and Mr D. Н. Glover, M.B.E., 
F.c.A., have been appointed directors of B.O.A.C. 
Associated Companies Ltd. 

Mr D. J. Kean, T.D., F.c.A., and Mr W. P. Gill, 
F.c.A., have been appointed directors of Bukit Pulai 
Rubber Estate Ltd. 

Mr С. W. Johnson, Е.С.А., has been appointed a 
joint assistant managing director of Brevitt Ltd. 


COMPANY INVESTIGATION 


Mr James Alastair Robertson-Walker, O.B.E.(MIL.), 
B.A.(OXON.), C.A., a partner in the firm of Peat, 
Marwick, Mitchell & Co, Chartered Accountants, of 
Birmingham, and Mr Michael Kilgour Harrison-Hall, 
B.A., barrister-at-law, have been appointed as inspectors 
by the Board of Trade, under Section 165 (b) of the 
Companies Act, 1948, to investigate the affairs of 
Madingley Investments Ltd. 
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IN PARLIAMENT 
Companies Act: Returns 


Mr Тагвот asked the President of the Board of Trade 
whether he is aware that the Registrar of Companies is 
demanding, under threat of prosecution, annual 
returns in arrear that are eight years old; and why he 
insists on the delivery of this out-of-date information. 

Mr MaunLiNG: Companies are required by the 
Companies Act to deliver certain documents such as 
annual returns to the Registrar so that they may be 
available on the company’s file for public inspection. It 
cannot be assumed that information relating to a past 
period will not be wanted on such a search and the 
statutory record of the company is incomplete without 
it. When a company fails to comply with its obligations 
under the Act, it is the duty of the Registrar to take 
steps to secure that the missing documents are supplied. 

Hansard, Oct. 25th, 1960. Written Answers, col. 259. 


Taxation 


Mr Реутом asked the Chancellor of the Exchequer 
what percentage of the gross national income was taken 
in taxation in each of the last three financial years; and 
how those figures compare with the United States of 
America, Western Germany, France, Belgium, Holland 
and Italy. 

Mr Barser; As the reply contains a number of 
figures, I will, with permission, circulate it in the 
Official Report. 

The following is the reply: 

The table below shows total revenue from direct and 
indirect taxes as a percentage of the gross national product 
at factor cost for the calendar years 1957, 1958 and 1959 for 
the United Kingdom and for 1957 and 1958 for the other 
countries mentioned. 1959 figures for these countries are 
not yet available on a comparable basis. The figures include 
both Central Government and local taxes, since the dis- 
tinction between central and local taxation varies from one 
country to another. Social security contributions have not 
been included as taxes. 






United Kingdom .. 

United States 

Western Germany 

France 

Belgium 

Holland  .. ^k 

Italy - T vs s 
Hansard, Oct. 27th, 1960. Oral Answers, col. 2561. 


Tax Offices: Decentralization 
Mr SwiNGLER asked the Chancellor of the Exchequer 
what steps are being taken to decentralize the work of 
the tax offices in the United Kingdom. 

Sir E. Boye: This work is carried out in 689 offices 
throughout the United Kingdom. No steps towards 
further decentralization are being taken at present. 

Hansard, Oct. 25th, 1960. Written Answers, col. 238. 
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COST ACCOUNTANTS’ 
DINNER IN NORWICH 


'The annual dinner of the Norfolk and Suffolk branch 
of The Institute of Cost and Works Accountants was 
held recently at the Flixton Rooms, Norwich. The ~ 
guests were received by the President of the Institute, 
Mr W. S. Risk, B.COM., C.A., F.C.W.A., and Mrs Risk, 
and by the Branch President, Mr H. C. Rouse, A.C.W.A., 
and Mrs Rouse. 

In proposing the toast of “The Institute of Cost and 
Works Accountants Mr W. A. Royce, chairman of 
Norvic Shoe Co Ltd, commented on the helpful 
influence of accountancy in fields entirely unrelated to 
finance and statistics. This was demonstrated by the 
effectiveness of decisions based on an analytical training. 
In his reply, Mr Risk stressed the ability of accountants 
to base recommendations not only on detailed know- 
ledge of past results, but also on careful projections of 
future trends. 

Among those present were the Lord Mayor of 
Norwich, Alderman A. E. Nicolls and Mrs Nicolls; the 
Mayor of Ipswich, Alderman P. J. Fowler and Mrs 
Fowler; the Bishop of Thetford; Mr Derek du Pré, « 
Secretary of the Institute; Mr A. J. Barnard, B.A., 
F.I.M.T.A., A.S.A.A., City Treasurer of Norwich; Mr Е. 
Simmonds, r.c.w.A., Member of the Council of the 
Institute for East Anglia; Mr A. N. Myers, F.C.A., 
President of the East Anglian Society of Chartered 
Accountants. 


SW. LONDON DISCUSSION GROUP 


'The next meeting of the South West London Chartered 
Accountants’ Discussion Group will be held at The 
Kingston Hotel, Kingston upon Thames, on Monday 
next, at 6.45: p.m. The discussion will be opened by 
Mr S. F. Every, M.A., A.c.A., and the subject will be 
*Stock-in-trade and work in progress'. 


SIR JAMES MARTIN LODGE Ы 
Formerly the Incorporated Accountants’ Lodge 


The instillation meeting of the Sir James Martin 
Lodge (formerly the Incorporated Accountants’ 
Lodge) was held on October 25th, at Freemasons’ 
Hall, Great Queen Street, London, WC2. 

W. Bro. A. Armitt installed his successor, Bro. F. A. 
Roberts, as W.M., and W. Bro. F. A. Roberts invested 
the following officers: 

Bro. J. W. Pirie, S.W.; Bro. E. A. Woods, ¥.W.; W. Bro. 
C. V. Best, Treasurer; W. Bro. E. B. Trimmer, Secretary; ' 
W. Bro. E. J. P. Garratt, D.C.; Bro. L. J. D. Jones, S.D.; 
Bro. E. J. Morris, 7.D.; W. Bro. А. V. Hussey, A.D.C.; 
W. Bro. J. C. Chaumeton, Almoner; W. Bro. G. J. Hakin, 
Organist; Bro. A. B. Sturgess, 1.0.; W. Bro. Н. Rose, 
W. Bro. E. Downward, Bro. H. N. Piper, Bro. R. Moorhouse, 
Stewards; W. Bro. A. C. Chitty, Tyler. 

The address of the secretary of the Lodge is 171 
Petts Wood Road, Orpington, Kent. A 


Telephone: Victoria 2002 (3 lines’ 
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SCOTTISH INSTITUTE'S COMPUTER 
COURSE 


jixty-five members of The Institute of Chartered 
iccountants of Scotland attended the Institute's third 
omputer course held at The Marine Hotel, 'T'roon, 
\yrshire, from October 26th to 29th. 

The President of the Institute, Mr Alexander 
ИсКеПаг, C.A., welcomed members and the course 
vas opened by the convener of the computer course 
committee, Professor Robert Browning, M.A., LL.B., 
1A., Professor of Accountancy at the University of 
3lasgow. Among the subjects dealt with were: 
Introduction to electronic data processing’, by Mr 
Г. B. Simpson, c.a., of John Brown & Co (Clydebank) 
Ltd; ‘Programming: programme control, system 
inalysis and flow charting’, by Mr James Allan, A.c.1.s., 
X І.В.М. United Kingdom Ltd; ‘A typical business 
pplication’, by Mr Н. W. Matthews, of Urwick 
Diebold Ltd, and ‘Problems to solve before and after 
nstallation of a computer', by Messrs D. G. E. Benzie, 
XF.C., C.A., J. Т. Н. Macnair, M.C., B.A., C.A., J. №. 
Randall, a.c.w.a., of Rolls-Royce Ltd, and J. H. 
3pooner, of The United Steel Companies Ltd. 

Other features of the course included a visit to the 
[.B.M. factory at Greenock, where members saw a 
:)mputer in operation; two question-time sessions, 
ind the showing of two films on computers followed by 
1 short introductory talk on computer terminology by 
Mr P. V. Ellis, of International Computers & Tabu- 
lators Ltd. 

The course was a concentrated and strenuous one, 
ind members learned of the newest methods of pre- 
paring and processing business data at high speeds, and 
of producing answers, not merely more speedily but in 
much greater variety and of much greater usefulness 
than is possible otherwise. 


RISE IN MUNICIPAL DEBT 


The ninth biennial Return of Outstanding Debt at 
March 31st, 1960, compiled by The Institute of 
Municipal Treasurers and Accountants,’ shows that 
the total debt for which local authorities were respon- 
sible was £2,787:4 million compared with £2,402:9 
million two years previously. Of this total, housing was 
responsible for £1,608-2 million compared with 
£1,409°5 million in 1958, and education £648-3 million 
(£520'1 million). 

'The publication contains statistics for all county 
boroughs, counties and metropolitan boroughs and a 
sample of 216 non-county boroughs, 199 urban 
districts and a 132 rural districts. Particulars of 
the methods by which loans were raised and the 
average rate of interest at which interest was paid on 
these loans at March 31st, 1960, are shown in the 
summary. 





1 The Institute of Municipal Treasurers and Accountants, 
1 Buckingham Place, London, SW1. 12s 6d post free. 
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COURSES FOR MANAGEMENT 
Financial Techniques and Higher Control 
A two-day course on ‘Financial techniques for manage- 
ment’ and a one-day course on ‘Higher control 
for management’ to be held at’ The Piccadilly Hotel, 
Piccadilly, London, have been arranged by Manage- 
ment Courses Ltd. 

The first course will be held from November r5th- 
16th, when the speakers will be Mr Arthur W. H. 
Lamond, B.L., C.A., F.I.0.M., M.B.L.M., and Dr James 
M. S. Risk, B.COM., PH.D., F.C.LS., М ВАМ. The 
second course will take place on November 17th, when 
the speakers will include Mr Т. С. Rose, M.I.MECH.E., 
F.B.I.M., M.I.P.E. 

Further details of these courses may be obtained from 
Management Courses Ltd, 18 Hanover Street, London, 
Wi. 

Management Accounting 


A one-week course in management accounting is to be 
held in London commencing on November 28th. The 
course, which is designed to give to senior executives 
and financial and cost accountants a background of 
financial planning, is based on the case study method 
and includes participation in a business game. Details 
of this course are available from the Registrar, 
Polytechnic Department of Management Studies, 194 
Albany Street, London, NW1. 


INTERNATIONAL FISCAL ASSOCIATION 


The first meeting of the 1960-61 session of the United 
Kingdom Branch of the International Fiscal Associa- 
tion was held in London on October 4th, when members 
heard a report of the proceedings at the Association’s 
fourteenth congress held recently at Basle. Afterwards, 
ten-minute papers were presented by Mr A. Dale, of 
the British-American Tobacco Co Ltd, on ‘Unilateral 
methods for the avoidance of double taxation’, and 
MrH.Ward, taxation manager, Dunlop Rubber Co Ltd, 
on “The taxation of inter-connected companies’. These 
will be the subjects to be discussed at the 1961 congress. 
Further meetings of the Branch have been arranged 
as follows: 
November 9th. ‘Development of the “dividend-stripping”’ 
legislation’, by Mr J. Hall. 
December Ist. ‘Some aspects of the Finance Act, 1960’, by 
Professor G. S. A. Wheatcroft. 
January Toth, 1961. Address by Mr Roy Borneman, Q.C. 
Sanuary 25th. Informal dinner. 
February 1 5th. ‘Some recent decided cases’, by Mr E. C. 
Meade, Е.С.А. 
March 16th. ‘An outline of the tax system of a foreign 
- — country, by Mr Н. J. Dammers, taxation manager, 
Shell Ínternational Petroleum Co Ltd. : 
April 18th. "Tax problems connected with loan financing 
of a United Kingdom subsidiary company by a foreign 
parent', by Mr P. Holdstock, Esso Petroleum Co Ltd. 
May roth. Annual general meeting. 
The honorary secretary of the Branch is Mr O. 
Brooks, А.С.1.5., 38 Chalgrove Avenue, Morden, Surrey. 
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THE INSTITUTE OF INTERNAL AUDITORS 
London Chapter 


The London Chapter of the Institute of Internal 
Auditors is holding a course on internal auditing for 
members' assistants during November and December. 
There will be four discussion meetings and a demon- 
stration of punched-card machines. Details are as 
follows: 

November 7th: ‘Internal auditing in 1960’, by Mr R. G. 
Nicholson, C.A., President of the Chapter. 

November 14th: “Techniques, working papers, and audit 
programme’, by Mr J. H. Protheroe, A.A.C.C.A., 
A.1.M.T.A., British Oxygen Co Ltd. 

November 2 151: ‘Organization and methods and its relation 
to internal audit’, by Mr C. D. Hopkins, manager, 
O. and M. Dept., I.B.M. United Kingdom Ltd. 

November 28th: ‘Purchasing functions’, by Mr A. A. 
Baldwin, M.P.0.4., purchasing manager, The Mono- 
type Corporation Ltd. 

December 5th: Visit to I.B.M. Organization. 

Further information may be obtained from Mr A. L. 

Watson, c/o Central Electricity Generating Board, 
West Farm Place, Cockfosters, Barnet, Herts. 


Manchester Chapter 

'The Manchester Chapter of the Institute of Internal 
Auditors is holding its next meeting on November 15th, 
at 7 p.m. in The Exchange Club, Fenwick Street, 
Liverpool, when Mr E. W. Fletcher, A.LM.T.A., 
deputy Borough 'T'reasurer for the County Borough of 
Wigan, will give an address on ‘Internal audit functions 
in local authorities’. The chair will be taken by Mr 
A. D. Compston, President of the Chapter and chief 
internal auditor of the North Western Electricity 
Board. 

. The secretary of the Chapter is Mr R. S. Rossiter, 
divisional internal auditor, Shell-Mex & В.Р. Ltd, 
Shell B.P. House, 7 Oxford Road, Manchester 1. 


Birmingham Chapter 

A meeting of the Birmingham Chapter of the Institute 
of Internal Auditors will be held on November тоћ, 
at The Cambridge Inn, Cambridge Street, Birmingham, 
at 6.30 p.m., when Mr R. H. Pitchford, past President 
of the Chapter, will speak on ‘Audit reports’. The 
secretary of the Chapter is Mr G. T. L. Judson, 
Ansells Brewery Ltd, Aston Cross, Birmingham, 6. 


THE ACCOUNTANTS’ CHRISTIAN 

1 FELLOWSHIP 
The monthly meeting for Bible reading and prayer will 
be held at 1 p.m. on Monday next, in the vestry of 
St Mary Woolnoth Church, King William Street; 
EC3. The scripture for reading and thought will be 
John, Chapter 17, verses 5 to 8 (Christ's prayer for 
restoration to former glory). 
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SEVENTY-FIVE YEARS AGO 
From The Accountant or NovEMBER 7th, 1885 
A Weekly Note 


From the Solicitors’ Journal we learn that there 
are at the present time 12,988 solicitors on the 
roll. Of this number 4,327 are members of the 
Incorporated Law Society, and 2,998 are mem- 
bers of the various country law societies; but a 
large number of solicitors belong to both. 

The constitution of our own Institute, there- 
fore, gives, or ought to give, to accountants a 
decided superiority in the matter of organiza- 
tion, and it is perhaps not too much to hope 
that the useful machinery which in many im- 
portant respects has not yet been utilized will 
in the near future be brought more into requisi- 
tion. *We want," said a lawyer at Liverpool 
recently, “unity of the profession; we want an 
association which shall be able to speak in the 
name of the whole profession." Accountants 
have already got this; but we cannot honestly 
say that these advantages have been up to the 
present properly appreciated. The report of the 
fifty-fifth half-yearly meeting of the Solicitors' 
Benevolent Association was read by us with a 
feeling of regret that the movement for the 
establishment of a similar institution for Chart- 
ered Accountants had not made greater progress, 
we are not impatient—''Hope springs eternal in 
the human breast"—but if progress could be 
reported it would be a source of great satis- 
faction to members of the profession as well as 
to ourselves. 





ANNOTATED TAX CASES 


Part 2 of Volume XXXIX of the Annotated Tax Cases, 
edited by Mr Roy Borneman, Q.c., is now published 
and contains reports with notes on the judgments of the 
following cases: Westburn Sugar Refineries Ltd v. 
Commissioners of Inland Revenue (C.S.); Hood Barrs v. 
Commissioners of Inland Revenue (C.A.); Childs Trustee 
Co v. Commissioners of Inland Revenue (Ch.D.); Diamond 
v. Campbell-Fones (Ch.D.); Building and Civil Engineer- 
ing Holidays Scheme Management Ltd v. Clark (Ch.D.); 
Commissioners of Inland Revenue v. Bernstein (Ch.D.); 
McLaren v. Needham (Ch.D.). 

The annual subscription to the Annotated Tax Cases 
is 30s post free; the publishers are Gee & Co (Pub- 
lishers) Ltd, 27-28 Basinghall Street, London, EC2. 
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Practitioners’ Fees 


Te statement on the remuneration of practising members 
of The Institute of Chartered Accountants in England and 
Wales, contained in the report of last week’s Council 
meeting (reproduced elsewhere in this issue) and intended to 
replace paragraphs 1 to 8 of Section P3 of the Members’ Handbook, 
shows no radical change in official policy towards this delicate 
subject. Basically, fees should continue to be compiled with 
reference to the time spent, the responsibility undertaken and the 
knowledge and skill possessed and applied by the individual 
accountant or firm. The difficulty is that of these three factors, 
time alone may be accurately measured; the other two, responsi- 
bility and skill, are variable and it is because of this that no hard 
and fast scale of fees can be officially recommended. 


Nevertheless, it is only equitable that genuine expertise should 
command a special premium and it is on this aspect of fee- 
charging that the Council’s revised statement very properly puts 
emphasis. To the question ‘For two days’ labour, you ask 200 
guineas?’ the painter, WHISTLER, replied, ‘No, I ask it for the 
knowledge of a lifetime’. The same attitude is justifiable on 
the part of an accountant who is an undisputed master of his 
profession and the worth of whose services to clients on occasion 
may be out of all proportion to the time spent rendering them. 


One point in the Council’s statement which will be specially 
noted is the suggestion that the Treasury scale of fees for pro- 
fessional work done by firms of accountants for Government 
departments should normally be regarded as the minimum rate 
for run-of-the-mill professional work. If the Council considers 
this to be a fair analogy (and it probably is) then it seems to stress 
the fact that the Treasury scales are too low. Much of the work 
undertaken for the Government by practising accountants is of a 
specialized nature calling for acumen on the part of principals 
and the probable employment of high-quality staff. It seems 
wrong that the remuneration therefor should be based on no 
more than the minimum rates charged to private clients for services 
‘not requiring a special degree of skill or knowledge’. 


Comparative tables contained in the report of the Royal 
Commission on Doctors’ and Dentists’ Remuneration, published 
earlier this year, suggested that professional accountancy fees 
and, in consequence, salaries paid to assistants were unrealistically 
low.! It is to be hoped, therefore, that the Council's statement will 
spark off an, in many cases much needed, upward trend. 


1See The Accountant, March 26th, 1960, page 364. 
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Integrity Impugned 


of the income tax system in this country is 

to be welcomed, especially if the criticism 
is combined with a number of constructive 
suggestions for the improvement of the system. 
If the author of a recently published book! had 
confined himself to that, no objection could have 
been raised. Unfortunately, he strikes further 
and makes numerous allegations concerning the 
integrity of Revenue officials and professional 
advisers — especially accountants — and it is in this 
respect that he gives the gravest offence. 

A considerable portion of the book is devoted 
to a castigation of the penalty provisions of the 
Income Tax Act, 1952, and the manner in which 
they have been administered. Bearing in mind the 
repeal of the provisions in the Finance Act, 1960, 
and their substitution by a new code, the author’s 
criticisms in any event are out of date and serve 
no useful purpose whatsoever. Nor does it deter 
him from alleging that the Board of Inland 
Revenue were responsible for the failure to 
amend the legislation, and that it ‘paid them 
handsomely’ to leave the law in doubt. 

He alleges that the failure of Revenue officials 
to accept unsubstantiated oral explanations of 
taxpayers in back duty cases has frequently 
resulted in exorbitant penalties being extracted 
from innocent taxpayers. He questions the moral 
right of Revenue officials to require corroborative 
evidence in such cases. It can only be assumed 
that despite his erstwhile experience as an 
Inspector of Taxes the author has been fortunate 
enough never to have had any experience of a 
back duty case. Were this not so, he would be 
aware that corroborative evidence is sought 
where the taxpayer’s own oral explanation is, to 
say the least, of doubtful veracity. 

The pictures painted by the author of the 
inhumanity and incompetence of tax inspectors, 
the insolence and ruthless arrogance of tax 
collectors, the crass stupidity of General Com- 
missioners, are all so grossly exaggerated as to 
offend rather than to convince or even amuse. 
The innocent, he complains, are worse off than 
the guilty and, if we are to believe him, both the 


e ofthe injustices and anomalies 


1 The Tax Gatherers, by James Coffield. Hutchinson & Co, 
London. 155. 


system and its administrators are equally to- 
blame for the misery, ruin, ill health and suicides 
that are alleged to follow. His conclusion is that 
‘our taxation system, having grown for the last 
150 years in the formless and chaotic fashion 
which every now and then causes even a learned 
High Court judge to squeal in pain, and our rates 
of tax having been increased to the point where 
they are now oppressive and confiscatory, it is no 
wonder that there now exists between the Revenue 
and the body of taxpayers, perhaps not a state of 
armed conflict, but at least a state of cold war 
which from time to time kindles into a sullen glow’. 
As indicated in our opening paragraph above, 
however, gleams of constructive thought pro- 
trude here and there and few would dissent from 
the author’s suggestions that tax avoidance 
would largely be eradicated by the alleviation of 
the burden of taxation and by the removal of the 
inequitable and unreasonable features of the law. 
It is the allegations concerning the integrity of 
the accountancy profession that makes one 
wonder whether, in fact, the author intends any 
of his remarks to be taken seriously; but that in 
itself does not excuse him. Readers are told that 
the accountant’s objective, in acting for a client 
in income tax matters, is to achieve a ‘close 
relationship’ with the Revenue; and that if it is a _ 
question of maintaining that relationship at the 
expense of sacrificing a client’s interests, those 
interests are sacrificed without compunction. He 
further alleges that accountants, without any 
authority to do so, disclose to the Revenue confi- 
dential information relating to their clients’ affairs. 
It is perhaps hardly surprising that the author 
fails to provide his readers with any evidence in 
support of his allegations. Could it be that he 
considers that his aversion to corroborative 
evidence entitles him to make unsubstantiated 
accusations of unethical conduct. Accountants, 
he states, shirk taking a point of law to appeal, 
and in order to avoid an appeal at any costs, 
they either ‘split the difference’ or give way and /“ 
accept the Revenue’s view. These and similar 
attacks on the integrity of the profession cannot 
be allowed to stand. Evidence should be pro- 
duced to substantiate beyond question the 
authenticity of the author’s statements; otherwise 
they should be unreservedly withdrawn. 
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CASE STUDY 


Streamlined Administration 


Up to about four years ago, Spicers Ltd stationery factory at Sawston was run on 
‘traditional’ lines. Then, following a survey which showed that increasing competi- 
tion called for a new approach, a radical reorganization and modernization of the 
factory and administration was instituted. As a result, output has been increased 
by 30 per cent, while the labour force has been allowed to drop — through normal 
wastage by a similar proportion. Moreover; this major increase in productivity 
has been achieved — by careful planning, efficient utilization and ingenious modifica- 
tion of existing equipment (new plant being installed only when the cost was 
amply justified by production potential)- without additional capitalization. In 
other words, only normal depreciation allowances have been expended, and 
virtually nothing, it is stated, has been added to the book value of the factory. 
This article describes what has been done on the administrative side of the 
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INTEGRATED PRODUCTION AND ACCOUNTING SYSTEM 


organization. 


floor, the administrative system at Spicer's 
stationery factory has been completely re- 


ў ДЕ match the increased tempo оп the shop 


designed. With over 1,200 stock items and many ` 


more ‘specials’ being manufactured from over 
3,000 different types of materials, purchasing, 
sales and production procedures must be closely 
integrated and strictly controlled. 


Bases of System 


The new system, designed to eliminate errors 
and to slash labour, is based on two things: the 
‘standard factory minute’ and a spirit duplicator. 
The time taken to do a given job is established 
by the time and motion study department, 
which lays down the allowance of standard fac- 
tory minutes for it. (These allowances are 
under constant review to keep pace with tech- 
nical developments.) If an inquiry is received 
for a special item (standard items have, of course, 
established prices), the estimating department 
. break it down into materials needed and opera- 
tions to be performed. The work is costed in 
standard minutes, materials at current prices. 
These are entered on an estimate sheet and 
overheads are added to give the cost to the 
factory of the item under inquiry. The estimate 
is prepared with four copies. The estimate and 
one copy go to the branch concerned, which 
offers calculation of the selling price to the 
inquirer and retains the copy. The other copies 
go to the sales department, representative and 
file. If the estimate is accepted, the branch 
simply returns its copy to the factory. 


If the item ordered is availablagdjeen stock, 
an order is made out, with opia: 


work documents for the stock control section, 
the accounts department and the dispatch de- 
partment. 


Procedure for Special Orders 


If the item ordered is not a stock product, the 
procedure for special orders comes into effect. 
First of all, the information contained on the 
cost estimate card is typed, using a special 
carbon, on to a ‘master’ form. This master sheet 
also contains all the other relevant information, 
including name and address of customer, order 
number, item ordered, quantity required, pro- 
duction costs and other data necessary for the 
progressing and invoicing of the work. The 
master is then given to the duplicating machine 
operator who prepares from it a number of 
documents which between them see the work 
through the factory. All the documents are pre- 
pared at the same time and from the same master 
by the spirit-duplicating process, so that there 
can be no possibility of error at this stage. The 
duplicator can ‘blank off’ parts of the master and 
‘register’ accurately with copies, so that even 
single words can be copied out into the appro- 
priate places on special forms. 

` The master is passed on to the accounts 
department, where it awaits the arrival of the 
work sheet on completion of the work. Master 
and work sheet are then ‘married’ for completion 
of the invoice. The other documents prepared 
by the duplicator operator — there are eight of 
them – are passed back to the order clerk. The 
first of these is a work sheet, the others are docu- 
ments for the accounts department, order clerk, 
label store, indirect materials store, planning 
department, materials requisition section, and the 
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planning slips. (The label store prepares suitable 
labels for pasting on to the parcels made up 
from the stationery ordered.) After retaining 
the order copy, the erder clerk passes the other 
seven documents on to the raw materials stock 
section, who adjust the check stock records (and, 
if need be, re-order stocks) and then pass the 
materials requisition slip to the raw materials 
store who deliver the required stock to the fac- 
tory when required. The other six documents 
go on to the planning department for distribution. 

When the factory completes a job, the work 
sheet is passed to dispatch who pack the goods 
and then pass the work sheet on to accounts. 
Accounts, having held the master until this 
moment, compare it against the work sheet and 
transfer the stationery factory cost on to the 
master, which is then sent to the duplicator 
operator. The work sheet is returned to the order 
section. 

From the completed master the duplicator 
operator prepares the goods transfer note which 
is, so to speak, the passport with which the goods 


Facts and Figures 


The factory at Sawston occupies 128,000 square 
feet. 


The new production planning system has re- 
sulted in a reduction of £150,000 in work in 
progress, raw material and finished stock. 


Waste has been cut by one-third — a saving of 
about £30,000 a year. 


A report comparing productivity at Sawston 
with the national average for the British paper 
and converting industry (excluding paper and 
board mills) covering the years 1957—59, pre- 
pared by Mr G. F. Ray, a senior research officer 
atthe National Institute of Economic and Social 
Research on an index basis of 1957 = 100, shows: 

National 

average Sawston 
107 
IOI 
IOI 
113 
106 
105 


Production. . 
Labour force у 
Average weekly hours 
Average weekly earnings . . 
Productivity per employee 
Productivity per hour 
Wage costs per unit of out- 
put 107 
Ratio of fixed capital expenditure to value of 
production: 
National Sawston 
a 


1957 .. T Р "5 
1958 .. bs x 5 
1959 t "5 

'5 


Average 1957-59 x 


THE 
ACCOUNTANT 





November 12th, 1960 


leave the stationery factory. If requested by the 
branch, the duplicator operator also makes out 
the invoice to the customer, having been given 
the sale price by the branch. The four-part. 
invoice set can either be sent to the branch with 
the goods, or the goods and top copy (that is to 
say the invoice) can be dispatched from the 
factory direct to the customer. 

The goods transfer note is posted to the 
branch to notify them of completion of the job. 
Two copies of the note are passed on to the 
dispatch section who return one to the accounts 
section as proof of dispatch, while the other one 
serves as dispatch note for sending the goods 
out to the branch or to the customer by post, 
road or rail. 

To replenish the stock of stock items, a similar 
routine is followed. The only difference is that 
the master for each item is kept on file and, if. 
the stocks run low, the documents required for 
production are duplicated from it. 


Production Control 


Among the documents produced on the dupli- 
cating machine are the planning slips (two slips: 
one pink, one white) for every operation. These 
slips are inserted by the production planner on 
cards, each card representing a different machine. 
The planner makes out green slips which carry 
a date and the result is that every card shows at a 
glance what work each machine is scheduled to 
do on what date. The pink slips are superimposed. 
on the white; when the date for a job approaches, 
the pink slip is taken out and passed to the fac- 
tory for action. The remaining white slip shows 
that a job is in hand and when it is due to be 
completed. 

In the meantime, the stock control section 
marshals the required materials to the factory. 
The production planner has constant and instant 
information about the loading of any machine; 
he can see if work falls behind schedule and he 
can rearrange the schedule by merely shifting 
the slips on his cards. All the cards are mounted 
on a rotary index and are clearly labelled, so 
that to get information about the progress of a 
given job, or about the amount of work in hand 
for any machine or section, is literally a matter , 
of minutes. i 

When a job is completed, the section super- 
visor concerned returns the appropriate pink 
slip to production control, where the matching 
white slip is removed from the card and both 
slips ar oyed. 

of the system are obvious. By 


X 
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combining all information and instructions on 
one carefully checked master from which all 
production and accountancy documents are dupli- 
cated, the possibility of errors through copying 
is completely eliminated. Tedious copying has also 
been done away with (about 400 planning slips, 
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over 100 requisition forms and from fifty to 
100 invoices per day are prepared). As a result, 
the number of workers engaged on purely admini- 
strative work has been, drastically reduced, 
despite the fact that the work going through the 
factory has increased by one-third. 


Estate Duty Relief on Partnership Assets 
by A BARRISTER-AT-LAW 


A recent decision of the High Court relating to the application of reduced rates of 

estate duty to plant and machinery used in a partnership business will necessitate 

a change in the departmental practice of the Estate Duty Office in favour of the 
taxpayer. 


able to agricultural property under Section 
23 of the Finance Act, 1925 (as amended 
by Section 28 (1) of the Finance Act, 1949), and 
to industrial hereditaments, plant and machinery 
under Section 28 (1) of the Finance Act, 1954. In 
each case the relief is on the same scale. 
Section 28 (1) of the Act of 1954 (with which 
this article is concerned) provides as follows: 


"Where a business or an interest in a business 
passes on a death, any estate duty chargeable on 
the death in respect of industrial hereditaments 
used in and occupied for the purposes of the 
business or in respect of machinery or plant so 
used shall (except as hereinafter provided) be 
charged in accordance with a scale of rates of duty 
representing the usual scale for the time being in 
force with a reduction of 45 per cent in each of the 
rates.’ 

The view of the Estate Duty Office is (or was) 
that the circumstances in which the ‘business 
rate’ applies to a business carried on by a partner- 
ship are identical with those in which the 
‘agricultural rate’ applies to agricultural land 
held by partners, and that the relief provided by 
the relevant enactments applies to an interest in 
partnership assets as such, but not to a money 
sum due under a partnership. The departmental 
practice is said to be founded on the general 
observations of Lord President Clyde in Glen v. 
C.I.R. ([1926] S.C. 44)- a case on Section 15 
of the Finance Act, 1914, which provides relief 
in respect of quick successions where property 


Reeves rates of estate duty are applic- 


` consists of land or a business. This practice is 


summarized in The Law Society’s Gazette for 
July 1956, at page 320, in these terms: 

‘The reduced rate of duty (under Section 28 (1) 

of the Act of 1954) is not always applicable to a 

business carried on in. partnership, where the 

business or an interest in the business passes on 


death. It depends on whether what passes on the 
death is a right to a share of the partnership assets 
as such, or merely to a sum of money. This in turn 
depends on the exact terms of the partnership 
agreement. The matter has been raised with the 
Estate Duty Office, who have expressed the 
following views: 


(x) The reduced rate is applicable where (a) the 
right of the deceased partner’s representatives 
is to a share of the partnership assets as such 
(an uncommon case); or (b) the deceased’s 
share of the partnership assets passes to a 
beneficiary under the partnership agreement, 
either directly or by virtue of the exercise by 
the deceased of a power conferred by the 
partnership agreement. 

(2) In the case of a partnership at will without 
an agreement, a share in the assets of the 
business does not pass on the death of a 
partner and estate duty is accordingly 
payable at the full rate. The partner’s death 
dissolves the partnership (Partnership Act, 
189o, Section 33 (1)) and his interest in the 
business — to be ascertained according to the 
rules set out in Section 44 of the Act — is a 
sum of money constituting a debt due from 
the surviving partners (see Section 43).' 


The practice is recognized in leading textbooks 
on death duties (Green's Death Duties, fourth 
edition, page 323; Hanson’s Death Duties, tenth 
edition, page 1050; Dymond’s Death Duties, 
thirteenth edition, page 535). Hanson, for example, 
states at page 1050, that: 


‘The relief in respect of industrial hereditaments, 
and machinery and plant is available where the 
value of those assets forms part of the value on 
which estate duty is assessable in respect of . . .; 
(5) a business in which the deceased was a partner, 
provided the property passing on his death was his 
share of the partnership assets themselves and not 
a sum due under the partnership agreement or the 
Partnership Act (of 1890). . . .' 
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It is now necessary to consider the attitude of the 
Estate Duty Office afresh, in the light of the 
recent decision of Buckley, J., in Burdett-Coutts 
v. C.I.R. ([1960] 3 AILE.R. 153). 


Facts of the Case 

By a deed of partnership dated January 17th, 
1957, a father entered into a farming partnership 
with his son for the period of their joint lives. The 
deed provided that the capital of the partnership 
should consist of the net value as at October 11th, 
1956, of the live and dead stock, agricultural 
machinery and implements, book debts and other 
assets of the business of a farmer then carried on 
by the father, less outstanding liabilities of that 
business, and should be credited to the father as 
his capital. The son did not contribute any 
capital during the continuance of the partnership, 
but profits of the business were to be divided 
equally and losses borne equally. On the death 
of either partner the survivor was to have the 
option, to be exercised within three months of 
the death, of purchasing the share of the deceased 
partner in the capital and assets of the partnership. 
The deed further provided that if on the death of 
either partner the other should not exercise his 
option, the partnership should be wound up in 
accordance with the Partnership Act, 1890. On 
February 22nd, 1957, the father died. At that 
date the assets of the partnership included plant 
and machinery used in the farming business worth 
about £6,600. By a codicil to his will, the father 
gave all his share of the capital and assets of the 
partnership together with his share of any 
partnership profits due to him at his death to his 
son absolutely, subject to any duties payable in 
respect thereof by reason of his death. Accord- 
ingly, the son, having become entitled to the 
father's share in the partnership under the codicil, 
never exercised the option under the deed of 
partnership. 


‘An Interest in a Business’ 


The question to be decided by the Court was 
whether estate duty payable on the father's death 
in respect of his share or interest in the plant and 
machinery ought to be charged in accordance with 
the reduced rate of duty prescribed by Section 
28 (1) of the Act of 1954 or at the normal rate 
applicable to the father's estate. The Revenue 
contended that the partnership being dissolved 
by the death, all that the father's estate was 
entitled to immediately after his death was a sum 
of money to be ascertained on taking an account 
in the winding-up of the partnership; that is, a 
sum of money representing the purchase price 
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payable on the exercise of the option and ascer- 
tained in accordance with the provisions of the 
deed in that behalf. Consequently, they said, 
what passed was the right to such a sum of . 
money only, and that did not comprise any 
interest in the partnership business. 

Buckley, J., said that he could not accept this 
argument. It might be true to say that when a 
partnership was dissolved and to be wound up the 
ultimate rights of the former partners (including 
legal personal representatives of deceased former 
partners) inter se were to receive the amounts 
which turned out to be due to them respectively 
on the final account. It might be that (apart from 
some exceptional agreement) none of the former 
partners had any exclusive interest in any asset 
of the partnership or, until all the liabilities of the 
partnership had been paid, any definite share of 
interest in any one partnership asset capable of . 
being realized and got in otherwise than in the 
liquidation of the partnership (Rodriquez v. 
Speyer Bros. ([1919] A.C. 59). But that was not 
to say that they had no interest in the assets of 
the partnership pending the final liquidation. In 
Manley v. Sartori ([1926] All E.R. 661) Romer, J., 
had said: 

‘Now the rights of the deceased partner or his 
legal personal representatives are rights over all 
the assets of the partnership. He has an unascer- 
tained interest in every single asset of the partner- 
ship, and it is not right to regard him as being 
merely entitled to a particular sum of cash ascer- 
tained from the balance sheet of the partnership 
as drawn up at the date of his death.’ 

That case was authority for the view that when 
a dissolved partnership was to be, or was in 
course of being, wound up, each partner or his 
estate retained an interest in every single asset 
of the former partnership which remained 
unrealized or unappropriated, and that interest 
was proportionate to his share in the totality of the 
surplus assets of the partnership. It followed that, 
where the partnership business survived the 
dissolution as a going concern, each partner 
retained an interest in that business as well as in 
every asset employed in it; and the advice of the 
Judicial Committee of the Privy Council in 
Perpetual Executors and Trustees Association of 
Australia Ltd о. Australia (Commonwealth) Taxa- ; 
tion Commissioner ([1954] А.С. 114; 33 А.Т.С. 
30) was to the like effect. 

In any case, therefore, where a partnership at 
will or for joint lives became dissolved and liable 
to be wound up on the death of one of the 
partners and at the date of the death the partner- 
ship business was a going concern, it necessarily 
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followed that an interest in that business passed 
on the death of the deceased partner. The testa- 
mentary dispositions of the deceased partner 
might, as in the present case, do away with the 
necessity for a winding-up of the partnership by 
constituting the surviving partner the sole owner 
of the partnership assets, but this could not affect 
the character of the property which passed on the 
death of the deceased partner to his legal personal 
representatives. Accordingly, ‘an interest in a 
business’ within Section 28 (1) passed on the 
death of the father. 

The Revenue having contended that duty be- 
came payable, not in respect of any specific asset of 
the partnership, but on the value of the father’s 
share, said there was no sufficient nexus between 
the value of that share and the assets employed 
in the partnership to make it appropriate to 
describe the duty as payable ‘in respect of’ those 
assets. Rejecting this argument also, Buckley, J., 
said it would exclude every case of partnership 
from the operation of Section 28 (1), whereas 
there was reason to suppose that the Legislature 
had partnership in mind in framing the sub- 
section. The value of the assets of a partnership 
underlay and were directly related to the value of 
each partner’s share, just as the value of a com- 
pany’s assets underlay and were directly related. 
to the value to be attributed to shares which 
had to be valued in accordance with Section 55 
of the Finance Act, 1940. It was clear from 
Section 28 (2) of the Act of 1954 that relief 
under the section was available in cases within 
Section 55 of the Act of 1940, and relief was also 
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available under Section 28 (1) in any case in 
which the value of machinery or plant in the 
relevant business underlay and contributed to the 
value of the deceased's interest in that business. 
Therefore, in the present case, the reduced rate of 
estate duty became chargeable on the father's 
death ‘in respect of’ machinery or plant used in 
the partnership business. 

Referring to Glen's case, his lordship said that 
Lord Clyde's observations, in their general 
application, were obiter dicta; that none of the 
other judges in the case had based his decision on 
these general observations, and that Lord Clyde 
himself had expressly reserved his opinion 
whether the case would have been different, had 
the father in that case contributed to the partner- 
ship capital. Moreover, the general observations 
referred to related to Section 15 of the Finance 
Act, 1914, which differed in important respects 
from Section 28 (1) of the Act of 1954 and 
afforded a much stronger context for justifying 
Lord Clyde's view of the nature of the property 
to be protected from the adverse effects of 
taxation. He, Buckley, J., did not derive much 
assistance from Lord Clyde's remarks or from 
the decision in Glen’s case. 

It would thus appear, unless the decision of 
Buckley, J., is reversed’ on appeal, that the 
departmental practice of the Estate Duty Office 
relating to Section 28 (1) of the Act of 1954 (and 
to Section 23 of the Finance Act, 1925, as set out 
in The Law Society's Gazette for July 1953, at 
page 278) rests on no very sure foundation and 
that an early review is a foregone conclusion. 


Netherlands Accountants! Yearday 


'The Profession in the European Economic Community 


HE forty-third yearday conference of the 
Netherlands Institute of Accountants was held 
on October 14th at Scheveningen. 

The President of the Netherlands Institute, Mr 
H. C. Treffers, was in the chair at the conference 
sessions in The Kurhaus Hotel. In addition to some 
five to six hundred members of the Netherlands 
Institute, there were present accountants from 
Belgium, Canada, Denmark, Finland, France, Ger- 
many, Great Britain and Ireland, Italy, Luxemburg, 
Norway, Switzerland and the United States of 
America. The English Institute was represented by 
the President, Mr S. John Pears, F.c.a., with Mr 
Alan 5. Maclver, C.8.E., M.C., B.A., Secretary; the 
Scottish Institute by Mr Alexander McKellar, c.a., 


President, with Mr E. H. V. McDougall, Secretary; 
the Irish Institute by Mr G. E. Cameron, F.c.a., Presi- 
dent, with Mr W. Stuart Orr, B.A., LL.B., A.C.A., Secre- 
tary; the Association of Certified and Corporate 
Accountants by Mr J. E. Harris, B.COM., F.A.C.C.A., 
President, with Mr Е. C. Osbourn, M.B.E., B.A., LL.B., 
Secretary; the American Institute of Certified Public 
Accountants by Mr J. S. Seidman, c.p.a., Immediate 
Past-President; and the Canadian Institute of Char- 
tered Accountants by Mr E. J. Benson, с.л. Mr 
Douglas A. Clarke, LL.B., F.c.A., attended as the 
guest of the Netherlands Institute. 

Also present were representatives of the Dutch 
Government, provincial and other authorities, the 
universities, the military forces and the professional 
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and business life of Holland, including the President 
of the First Chamber of the States-General, a 
member of the Supreme Court, and a member of 
the Council of State. . 


PRESIDENT’S ADDRESS 


In his opening address, the President, Mr H. C. 
Treffers, said that under the Rome Treaty, the mem- 
ber States of the European Economic Community 
had undertaken to attain the free exchange not only 
of goods but also of services. This right of free 
establishment would also extend to the professions 
and thus to the accountancy profession. 

In the course of this year, he said, the general 
programme for the removal of restrictions on 
freedom of establishment submitted by the European 
Committee to the Council of Ministers had been 
published: this draft programme rightly distin- 
guished between the problem of the removal of so- 
called discriminations and the problem of co- 
ordination. The removal of the discriminations 
involved the removal of all those national measures 
which gave a country's own residents an advantage 
over the subjects of the other member States. This 
entailed the removal of existing measures hampering 
persons of other nationalities in the free exercise of 
their profession. Examples of discrimination he cited 
were labour cards, special licences for foreigners, 
and compulsory terms of practical work for foreigners. 
As far as the accountancy profession was concerned, 
he said, his own Institute was of the opinion that, 
certainly in the situation prevailing in the Nether- 
lands, the removal of the discriminations would not 
cause great difficulty, and should be attainable 
before the deadline of December 31st, 1965, indi- 
cated by the draft programme. For clarity it should 
be observed that this only refers to the removal of 
restrictions preventing subjects of other member 
States from acting under their own professional 
qualifications, or to the removal of impediments 
to the subjects of other member States acquiring the 
accountancy certificate in the country concerned. 


Co-ordination of Professional Rules 


The co-ordination problem was considerably more 
difficult, said Mr Treffers. It involved the co-ordina- 
tion of the professional regulations themselves. 
There were very great differences in the develop- 
ment of the profession in the six countries, which 
had led to different concepts of function and very 
divergent methods of training. These differences, 
which were connected with the traditions and finan- 
cial structure of trade and industry of the respective 
countries, had, of course, led to great differences in 
professional regulations and in legislation. 

Mr Treffers stated that in the memorandum which 
the Board of the Netherlands Institute prepared on 
this problem in 1959, special attention was drawn to 
the need to find a solution by starting from the out- 
standing feature of the accountancy function, namely, 
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the giving of opinions on accounts and financial 
statements on the basis of the audit performed. 
However strange it may seem, he said, there was 
considerable difference in the extent to which this | 
most characteristic part of the accountant's function 
had developed in the countries concerned. It was 
evident that, if the co-ordination problem was 
approached with the stress on the other duties the 
accountant performed, such as rendering advice, 
accounting and taxation duties, there would be mis- 
understanding and confusion and the real goal would 
not be reached. 

Owing to these differences in the exercise of the 
work of the profession it was not possible, for the 
time being, for there to be an exchange of account- 
ants in the six countries. "We cherish the hope', said 
Mr Treffers, ‘that as economic ties become closer, a 
serious effort will be made towards reducing these 
differences, and close contact between the leading 
professional organizations will undoubtedly be neces- 
sary; but it will have to suffice for the time being to 
make it possible to act under one's own professional 
qualifications in other countries. In addition, it 
ought to be possible to remove the obstacles in the 
way of qualifying for the profession in some other 
country by means of the examinations instituted 
there: a carefully thought out exemption from parts 
of the examination may contribute to this.' He added 
that in the arrangements which were being made 
between the six countries, full attention should be 
given to the question of relations with professional 
colleagues outside the European Economic Com- 
munity, in view of the general international level on 
which the accountancy profession was developing. 
It would be regrettable, he declared, if the arrange- 
ments within the Community should lead to dis- - 
criminations in respect of members of other account- 
ancy bodies. 


Registration of Accountants 
in the Netherlands 


Mr Treffers went on to say that the discussions on 
the Bill relating to registered accountants introduced 
in Holland in June 1959 had progressed to such an 
extent that the special committee from the Second 
Chamber of Parliament set up for the purpose had 
published a provisional report. Needless to say, he 
added, the Institute was following the parliamentary 
discussions on the Bill with much interest. He 
continued: 


‘In his opening speech at last year's conference, 
my predecessor expressed our agreement with the 
object of this Bill, namely, that for the exercise of the 
accountancy profession under the title of "registered 
accountant" the requirements of expert knowledge 
shall not be made lower than those of the existing 
university examinations and other examinations on 
that level. The explanatory memorandum to the Bill 
rightly states that for a proper performance of the 
auditing function, even in the smaller enterprises 
Gf they have a need for audit and if audit is possible 
in view of the extent of the organization), no lower 
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requirements of expert knowledge may be fixed than. 

for the audit of larger concerns. With regard to future 

statutory regulation it is necessary to keep the essential 

feature of the accountancy profession, namely, the 

-. auditing function, clearly in mind. As is rightly done 
in the explanatory memorandum to the Bill, a clear 
distinction should be made between, on the one hand, 
the auditing function, towards which the Bill is 
directed, and, on the other hand, the activities of 
persons who mainly assist the owners of small and 
medium-size enterprises in keeping accounts and in 
taxation problems.’ 

The statutory regulation of the accountancy pro- 
fession, said Mr Treffers, was certainly not in the 
first place intended to protect the interests of the 
accountants themselves. To meet its general social 
object it should provide guarantees on the level of 
expert knowledge of the accountants who issued 
statements under the qualifications required by law. 
The Netherlands Institute had expressed its approval 
of the principles laid down in the Bill, he stated, 

. and they had every confidence that the further 
parliamentary discussions, based on the social 
importance of the proper regulation of accountancy, 
would lead to general recognition of the correctness 
of these principles. 


RELATIVE PROSPERITY: 
1929 AND NOW 


Professor J. Tinbergen, of Rotterdam - University 
and a member of the Central Planning Bureau, 
addressed the conference on the relative prosperity 
of the Netherlands in 1929 and at the present time. 

In 1929 the real income per head in the Nether- 
lands was higher than in France or Germany and 
somewhat higher than the average of those two 
yp ounces and Britain. This relative income position 

had substantially declined and in recent years the 
“Netherlands had been about as prosperous as France 
and Germany, but less prosperous than the average 
of those two countries and Britain. Compared with 
Belgium, incomes in the Netherlands were sub- 
stantially higher in 1929 but were now lower than 
in that country. 

The change in relative prosperity, said Professor 
Tinbergen, could be partly attributed to some unique 
factors: war damage – partially offset by Marshall 
Азад – апа the change in relations with Indonesia. 
More or less continuous and constant factors were 
savings, the growth in population, technical develop- 
ment and the terms of trade in world markets. While 
conceding that his calculations must contain margins 
of error, Professor Tinbergen said that the position 
., of the Netherlands relative to the average of France, 
'\\Germany and England had declined about 15 per 
cent since 1929. This was made up of 15 per cent for 
greater war damage in Holland, plus 5 per cent for 
less favourable terms of trade and 8 per cent through 
loss of income from Indonesia. Against these losses 
in relative income must be set 4 per cent for Marshall 
Aid, leaving 9 per cent for greater savings and other 
favourable factors. 
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AN INTERNATIONAL GOAL 


Addressing the conference after luncheon, Mr J. 5. 
Seidman, c.p.a., expressed the thanks of the guests 
and put forward a progressive programme for im- 
proving international relations between accountants 
of all countries. His proposals were as follows: 

(1) Encourage the setting-up of a national organiz- 
ation of accountants in each country. 

(2) Exchange speakers for accounting platforms. 

(3) Exchange accounting literature. 

(4) Exchange teachers of accounting. 

(5) Introduce international apprenticeships. 

(6) Achieve a world-wide exchange of accounting 
principles and accepted standards and methods. 

(7) Have links with international chambers of 
commerce. 

(8) Secure in each country unrestricted access by the 
accountants of other countries. 

(9) Develop eventually: (а) a world-wide single 
standard of accounting principles; (Б) uniform 
terminology; (c) a single world title for account- 
ants; (d) a single standard of professional con- 
duct; (e) a United Nations of accountants. 

Mr Seidman said he recognized that the timing of 
this programme was difficult as sovereign countries 
must be persuaded of the need for change, but the 
European Economic Community was an example 
of what could be done. ‘Tf we are not ready even to 
start progressing, he said, ‘we should study why 
that is, as a profession that does not progress may 
fall.’ He looked forward to a uniformly high level of 
practice everywhere, with accountants crossing freely 
over national boundaries and not hesitating to accept 
the certificate of other accountants. 


THE FUNCTION OF ACCOUNTING 


For the afternoon session of the conference, Mr P. C. 
Breek, director of internal accounting in Philips 
Electrical Co and a member of the Netherlands 


Institute of Accountants, had prepared a paper on 


‘The functional place of accounting in a business 
enterprise’, for public discussion by a panel of 
members of the Institute. The President introduced 
the panel, which was presided over by Professor 
Dr A. Meij, of Amsterdam University. 

Mr Breek defined the factors which fixed the 
place of accounting in the organization of a business, 
its primary purposes being the systematic provision 
of information for top management and the fixing of 
accounting responsibility in the organization. 

The former and more limited aim of maximizing 
profit was changing: now in the foreground was the 
maintenance of the continuity of the business and 
its flow of income. The older identification of account- 
ing with book-keeping was giving way to the wider 
conception of management accounting with its 
systematic treatment of all business information and 
its expression of the retrospective and prospective 
aspects of the business. Management accounting 
should bring to light the influence of each sector of 
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the undertaking on the profitability and the main- 
tainable income of the business. 

The growth of specialization in products and 
departmental functions.was matched by specializa- 
tion in the work of individual persons, whether 
managers or employees, so that each might concen- 
trate on the work for which he was most skilled. 
Costs were also reduced by labour-saving systems 
and office machines. 

If the accountant sits as a member of the board 
of directors, is there a conflict between his functions 
as a director and his functions as a chief accountant? 
It is the duty of the chief accountant to give advice 
to the board and to ensure the accuracy of the 
information he provides for the board. Does his 
participation in making decisions injure his im- 
partiality as accountant in bringing matters to the 
attention of the board? Mr Breek considered that 
there was no conflict of duty since, even when acting 
as a director, he remained an accounting adviser 
responsible for the advice he gave. This aspect of 
the accountant's work formed the main subject of 
discussion of the panel which considered Mr Breek's 


paper. 
CONFERENCE DINNER 


'The conference dinner, with the President in the 
chair, was attended by members of the Netherlands 
Institute and their ladies, and the visitors from 
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abroad. The President proposed the toast of the 
Dutch guests and those, including the Ladies Com- 
mittee, who had worked together to make the day so 
successful. Professor Dr A. Th. de Lange thanked 
the speakers at the conference: Professor Dr 
Tinbergen and Mr P. C. Breek and the leader 
of the discussion panel, Professor A. Meij. 

Professor van Rietschoten addressed the repre- 
sentatives of other countries, speaking in French 
on friendship, in German on freedom and in English 
on devotion to the profession. Returning thanks for 
the English-speaking guests, Mr S. John Pears, 
President of the English Institute, referred to their 
pleasant memories of the International Congress in 
Amsterdam in 1957. Other replies were made by 
M Justin Alexandre, Herr August Melchner and 
de Heer René van Iper. 

Mr R. Besançon, a former President of the Nether- 
lands Institute, thanked Mr Treffers for presiding 
so successfully over the whole day. In his reply, 
the President acknowledged how much the Nether- 
lands Institute owed to Mr A. L. de Bruyne, the 
Director and Secretary, who had served the Institute 
for twenty-five years. 

On the following day the overseas guests were 
invited to visit Amsterdam, where they saw diamond- 
cutting in progress and the new dry dock for ships 
of up to 70,000 tons. Lunch was provided at the new 
Harbour Buildings and dinner at the Casteel Ond 
Wassenaar. 





Weekly Notes 


Unprofessional Portrait: B.B.C. Regrets 


HE B.B.C. have expressed regret for the un- 

fortunate broadcast in the ‘Professional Portraits’ 
series on the Home Service on Sunday, October 30th, 
and have offered the Institute fifteen minutes on the 
air at an early opportunity for an authentic talk on the 
profession. 

This welcome information — which reflects the 
views we expressed in a leading article in the last 
issue of this journal – was made known in speeches 
by Mr 5. J. Pears, F.c.a., President of The Institute 
of Chartered Accountants in England and Wales, at 
Bristol and Brighton last week, reports of which 
appear on other pages of this issue. 

Mr Pears, who has described the broadcast as 
‘utterly deplorable’, personally protested to the 
B.B.C. about it and was granted an interview by the 
Chairman of the Board of Governors. 

Members of the Institute, and not less the whole 
profession, will receive this news with satisfaction, as 


they will the announcement – contained in the pro- 
ceedings of the Council reported elsewhere in this 
issue — that the Institute has now appointed a Public 
Relations Committee as a standing committee in 
place of the former public relations subcommittee 
of the General Purposes Committee, 

While prevention of such unfortunate episodes as 
the recent broadcast and the publication of the 
distasteful book with which we deal in a leading 
article this week may well be impossible, much can 
be done by members of the profession individually 
and collectively in educating the public to recognize 
such illusive propaganda for what it is. 


Novel Attack on Dividend stripping 


HE phenomenon of the Inland Revenue arguing 
that there is a trade whenever a profit is made, 
but no trade when loss relief is claimed, is not 
unfamiliar. It would seem that dividend-stripping 
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devices which preceded the 1955 legislation have/ 


been attacked by means of a refusal to grant loss 
relief to the stripper. In 7. P. Harrison (Watford) Ltd v. 
C.I.R., as reported in The Financial Times on Novem- 
ber 3rd, the issues were clear-cut. The company 
altered its memorandum of association in 1953 so as 
to include share-dealing among its objects. Later in 
the same year it purchased all the issued capital of a 
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No words, no specification, 
can capture the real quality 
of a computer 


A computer is the sum of the thinking, the engineering, the 


experience that go into its making, plus the accumulated skills 


that go into its applications and servicing. 


On all these scores, LC-T has no equal in Britain. 
I-C-T, with over 50 years’ experience of data pro- 
cessing, has made more than half the computers in 
commercial use here today. L.C T in Britain is 
deployed over 23 factories, 91 area offices, 3 research 
establishments,and5educationalandtraining centres 
for customers’ staff. World-wide, I-C-T employs 19,000 
people and operates in 51 countries. I-C-T’s service is 
at your service from the moment of your first enquiry. 


The computer illustrated is the 1301. It is a product 
of I-C-T and G.E.C. and their jointly owned Computer 
Developments Limited. A comprehensive booklet on 
the 1301 can be had on request. 


International Computers 
and Tabulators Limited 


149 PARK LANE, LONDON W1 
TELEPHONE: HYDE PARK 8080 
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= A Worthwhile · 8 


Providing 


for 
Estate Duty 


‘EDITH’ 


purchases and holds 
minority shareholdings 
in private companies and 
small public companies 
—where shareholders 
have to make provision 
Jor Estate Duty and do 
not wish to lose control 


The booklet *Providing 
for Estate Duty’ will be 


sent on request 


ESTATE DUTIES 
INVESTMENT 
TRUST LTD 


7 Drapers’ Gardens | 
London ЕС? 
National 0231 


Secretaries & Managers 
Industrial and 
Commercial Finance 
Corporation Ltd 
7 Drapers’ Gardens 
London EC2 
and branches 





= Investment 


aw 


Falcon Trust offers modern, trouble-free, 
investment for investment advisers and 
private investors. Each shareholder partici- 
pates in the activities of over 140 British and 
Commonwealth companies, through a single 
share certificate. A wide spread of investment 
increases the safety factor. 

Shares are easy to buy—and to sell. 

Prices are quoted daily. 

Net income is distributed twice yearly. 
Assets of the Trust exceed £6,500,000. 
Formed in January 1960, Falcon Trust has 
over 64,000 shareholders. 


FALCON TRUST 


Certified by the Board of Trade to be an authorised Unit Trust 


Price per Share on November 8th, 1960, 4s 9d ex.d. Estimated gross 
annual yield £4 16s 14 (calculated in accordance with Board of Trade 


reduirements.} 

Managers: UNICORN SECURITIES LIMITED 
Members of the Association of Unit Trust Managers 
Trustees: WESTMINSTER BANK LIMITED 
Full particulars from: 

DILLON WALKER & CO. LTD., DEPT. FE. 10 
(Share Distributors for Falcon Trust} 


WATLING HOUSE, 12-16 WATLING STREET, LONDON E.C.4. 


or from any branch of the Westminster Bank 
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company called Julius Benfit for £16,900. Benfit 
had just ceased to carry on business but had a large 
fund of accumulated profit and the purchase was 
made with a view to obtaining a large dividend 
—against which a loss on resale of the shares could be 
set off. Two months later Benfit (now renamed 
Claiborne) declared a dividend of £28,912 gross, 
£15,901 net. On the same day the appellant company 
resolved to resell the Claiborne shares for £1,000 
to a company called Lewistown. It then claimed loss 
relief in respect of the loss of £15,900. The Special 
Commissioners held that the appellant's transaction 
in the Claiborne shares was not entered into as part 
of any trade of dealing in shares, and was not an 
adventure in the nature of trade. Danckwerts, J., 
in the High Court reversed this decision. Where one 
found a trading company acquiring shares for the 
purpose of making a profit, whether it be a profit on 
resale or the obtaining of an advantage out of tem- 
porary possession of the shares in the form of divi- 
_dends, the company was, in his lordship’s view, 
“dealing i in shares in the course of its trade and not 
in any other capacity. 


Don’t Sign Without Advice 


HUSBAND covenanted under seal to pay his 
separated wife ‘the monthly sum of £30’ and 
thereafter paid the £30 without exercising his right 
to deduct tax. Later, the wife told her solicitor that 
she was minded to take paid employment. Fearing 
that the husband might change his mind about 
deducting tax, the solicitor put before him a supple- 
mental agreement, endorsed on the separation deed, 
in the following terms: 
‘It is hereby mutually agreed . . . that clause 3 
. « . Shall be amended by the insertion after the 
“monthly sum" of the words “which after deduc- 
tion of income tax shall amount to the clear sum 
of thirty pounds each month". It is further de- 
clared that the within-written agreement was 
always interpreted by the parties hereto as if the 
amendment had been in the agreement when the 
same was first executed... .’ 


"The husband read it through and signed it. 

This memorandum was not under seal and was 
therefore unenforceable unless the wife gave con- 
sideration. The Court of Appeal held that as the 
original deed did not carry out the parties' intention, 
the wife could have brought proceedings for rectifica- 
tion; to avoid this the husband had signed the 
memorandum, Accordingly there was consideration, 
and the memorandum was enforceable. If the hus- 
band had taken advice before signing he would 
have been warned that his wife would be getting 
more than £30 a month in actual cash and that he 
would have to account for the tax notionally de- 
ducted (Horton v. Horton (The Times, November 
2nd)). 
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National Insurance Changes 


ROPOSALS to increase National Insurance 

pensions and benefits, and contributions, were 
announced by Mr John Boyd-Carpenter on No- 
vember 2nd. Details of the main changes are given 
elsewhere in this issue. 

Under the new proposals}, the estimated income 
from the increased flat-rate contributions, from 
graduated contributions, from the higher Exchequer 
supplement and from interest will be £1,174 million 
in the first full year; the increase in contributions 
accounting for £136 million of this sum. 

The cost of the higher pensions and benefits in the 
first full year is estimated to be £141 million, of 
which froo million will be on retirement pensions, 
This will bring total expenditure to £1,134 million, 
of which £776 million will be for retirement 
pensions. 

'The higher industrial injuries benefits will, it is 
estimated, cost £7} million in the first year, so 
bringing the total cost of the benefits to £64 million. 
Because of the favourable state of the Industrial 
Injuries Fund, however, the contributions for 
employees over 18 will be reduced by 24 a week, 
and the yearly income from contributions will thus 
fall by £8} million. The Exchequer supplement, 
which is fixed at one-fifth of the contribution income, 
will fall by £12 million a year. 

The cost of the increases in war pensions will be 
£114 million in the next full year This will bring 
the total cost of war pensions to over £104 million 
in that year. 


F.B.I. on H.-P. Controls 


HE Federation of British Industries has now 

come down against hire-purchase controls as an 
instrument of Government economic policy, at least as 
a major weapon. Sir William McFadzean, c.a., Presi- 
dent of the Federation, said in an address at Newcastle 
last week that hire-purchase had a strong inherent 
tendency to overshoot the mark. He thought that 
probably the best thing to do was to maintain a slight 
measure of control on a long-term basis with varia- 
tions for different industries. He said that the damage 
done to the efficiency of industry was considerable 
since hire-purchase controls were applied in par- 
ticular on those industries with the greatest growth 
potential. 

Criticism has been mounting for some time about 
the unpredictable effect of hire-purchase controls on 
consumer goods industries. Like all forms of State 
intervention outside the monetary field, decisions to 
encourage or discourage the purchase of goods is 
liable to lead to wide swings in activity. The out- 
standing example of all those since the war has been 
the building contracting industry and those industries 
which supply it. An added reason these days why 


1 Proposed Changes in the National Insurance Schemes. Стала. 
1196. H.M.S.O. 64. 
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hire-purchase controls should be used with care is 
that to an increasing extent hire-purchase is being 
used by companies to acquire capital equipment with 
a high immediate productivity. This equipment is 
ideally suited for short-term hire-purchase financing 
with a comparatively high rate of interest. Increas- 
ingly, therefore, indiscriminate attacks on the volume 
of hire-purchase is an attack on the investment by 
industry in highly profitable capital equipment. 
In so far as this is so, the controls partially defeat 
their own end. 


Industrial Insurance Report 


NDUSTRIAL assurance business is defined as 

being the business of effecting assurances upon 
human lives, premiums in respect of which are pay- 
able at intervals of less than two months and are 
received by collectors who make house-to-house 
visits for that purpose. This business is under the 
oversight of the Registrar of Friendly Societies in 
his capacity as Industrial Insurance Commissioner. 
In that capacity he has now made his report for the 
year 1959.1 It shows a decline from 6,421,000 to 
6,078,000 in the number of new assurances effected 
during the year. This does not mean that life insur- 
ance as such is becoming less popular, it may be 
that people are realizing that there could hardly be 
a more expensive way of insuring than having to pay 
for someone to call on one at frequent intervals. The 
ratio of expenses of management to premium income 
was 31:6 per cent for insurance companies; 36-1 per 
cent for societies. Thus for each shilling that the 
customer hands over to the man who calls, fourpence 
is swallowed up at once. In the case of societies, the 
average rate of interest earned by the industrial 
assurance fund was only 4:6 per cent, as against 
close on 6 per cent offered by gilt-edged investments. 
Anyone who takes out a with-profits policy with a 
society is therefore resigning himself to a very low 
return on his money. It is perhaps not surprising 
that for every seven new policies taken, one is for- 
feited without the grant of a free policy or the pay- 
ment of any surrender value. This is the average. 
Nation Life had a ratio of 48-2 per cent of lapsed 
policies; Tunstall and District Society had a corre- 
sponding ratio of 7 per cent. As we have said, the 
average was some I4 per cent. 

'The number of societies continues to decline, as 
small ones are absorbed by big ones; in 1949 there 
were 128 societies, in 1959 only 93. 


Business Training Survey 
STUDY of business schools in the United 
Kingdom has been undertaken by the British 
Institute of Management. Announcing this last 
Tuesday, the Chairman of the Institute, Mr H. P. 
Barker, said that while supporting the general con- 
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cept of the Conservative party's election manifesto 
that there should be an advanced business school at 
one of the universities, the Institute none the less 
believed that to place such a school at the top of the 
list of educational priorities would not be right. = 

If it were to be successful, such a school would 
require a highly-trained staff as well as a sufficient 
number of highly graded and senior managers as its 
pupils. But industry was not always forthcoming in 
releasing its senior members for long periods of study 
Mr Barker declared. 

To build up a senior educational institution of this 
nature required evolution through time rather than 
creation by fiat, and the primary need at the moment, 
he said, was to advise industry of the facilities avail- 
able. ‘At the present time, industry is very keen to 
train its managers, but often does not know how to 
do it,’ he added. 

The Institute expects its survey to indicate defici- 
encies in training facilities (there are certain ‘business 
schools’ which need looking at twice) and the Insti- _ 
tute will be co-operating with the universities, and 
the United Kingdom Advisory Council for Manage- 
ment Studies recently set up by the Minister of 
Education in its examination of the matter. 


Irish Taxation Commission 


НЕ third report of the Commission on Income 

"Taxation was recently submitted to the Govern- 
ment of the Republic of Ireland. A majority of six to 
five recommends the introduction of purchase tax 
in the Republic, as a means of reducing the standard 
rate of income tax from 7$ to 5s, which 1s regarded as 
very desirable. The purchase tax would cover a wide 
range of non-essential goods at rates between 74 per ~ 
cent and 15 per cent of wholesale value, and would 
raise at least £6 million in revenue. The advocates 
of purchase tax point out that it is to a large extent. 
a voluntary tax, since the taxpayer can alway 
refrain from buying non-essential goods, whereas 
the income tax payer has to pay his income tax no 
matter how much hardship it occasions. 


Confusion on the Common Market 


HE intervention of Mr R. A. Butler, the Home 

Secretary, in the recent debate on the reconcili- 
ation of the European Free Trade Association with 
the European Common Market has not helped to 
clarify the Government's view. 

Mr Butler stated that the agricultural policy of the 
European Common Market was not suitable for this,” 
country. He thought that the United Kingdom's 
present system of agricultural support would have to 
be dismantled and this would also mean higher prices 
in the shops and consequent inflation of all other 
prices, which would in turn harm Britain's competi- 
tive position in the export market. 

It is precisely on the point of agricultural policy 
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that the reconciliation of interests among the 
Commonwealth, European Free Trade Association 
and European Common Market must concentrate. 
It is now clear that the Commonwealth will do 


—^nothing to help this country accommodate itself to 


the E.C.M. and its Commonwealth obligations unless 
the United Kingdom gives a strong lead. A strong 
lead means a willingness to negotiate and hence to 
compromise. 

Prior to Mr Butler’s statement, the President of 
the Board of Trade was emphasizing the possibility 
of a line of compromise between the E.F.T.A. and 
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E.C.M. when he addressed the Institute of Directors; 
While, in speeches on Monday at the opening of 
the E.F.T.A. conference in London, Mr Selwyn 
Lloyd and Mr Edward Heath, the Minister with a 
special responsibility for Eurdpean affairs, stated that 
one of the objectives of the E.F.T.A. was to make 
suitable arrangements with the E.C.M. for a wider 
association and it was necessary to try and find a 
basis for negotiations to start. 

An official pronouncement from the Government 
is urgently needed to resolve the apparent contra- 
dictions in policy which seem to be developing. 





4 
b This is My Life... 


by An Industrious Accountant 
| CHAPTER 50 


ITH all the problems, personal as well as 

professional, that harass the accountant in 
industry, it’s a relief to find some light relaxation 
occasionally. Horace, the Roman poet, had the right 
idea when he remarked sagely: Carpe diem; quam 
minimum credula postero, which may be interpreted 
roughly as an exhortation to enjoy an odd moment 
of dissipation. It’s surprising what such moments 
reveal in human nature. 

We were appointing some temporary typists and 
machine-posting girls to cope with the pre-Christmas 
rush of business, so I decided to attend the interviews 
and assess my new staff members. By old tradition in 
our company, the office manager selects these girls, 
and the secretary keeps a watchful eye on progress. 

Our office manager is an austere bachelor, who 
neither drinks nor smokes nor gambles, and is 
devoid of a sense of humour. On the other hand, he 
is conscientious to a degree and regards the firm’s 
honour as his own, thus proving a valuable asset to 
the company. His sole relaxation lies in watching 
gangster pictures of the goriest calibre available, and 
he is the recognized authority on characters like 


Dillenger or on F.B.I. routines. If his high principles. 


ever weaken, then heaven help law and order. 

The minimum standard, he told the new candidates, 
was 120 words per minute in shorthand, or its 
equivalent on their machines, and advanced typing 
and preferably some knowledge of book-keeping. 
Then he interviewed them individually in the big 
audit room, while I sat by silently, only smiling 
benevolently now and then, lest the pirls be too over- 
awed to do their tests. In fact, I needn't have worried. 

The first was a nice, quiet girl, returning to work 
after marriage, and her style was obviously excellent; 
she was an old hand, Our O.M., however, gave her 


quite a sermon on good character, integrity, punctu- 
ality, discipline and politeness, like something out 
of an early Victorian manual. She took it rather well, 
I thought. But, the O.M. told me later, ‘a married 
woman's place was in the home’. 

Then there were five or six indiscriminate teenagers 
of all sorts and styles, whose ability was well below 
his stern requirements, but who seemed reasonably 
efficient to my unpractised eye. They received the 
sermon in startled silence; it was clearly the first time 
they'd heard such sentiments in their short lives. With 
one exception. This was a dreamy-eyed youngster, 
who gazed out of the window while the O.M. was 
talking and interrupted suddenly to ask did he ever 
think what it would be like to be a seagull. He com- 
plained bitterly after she'd gone that he couldn't 
understand the new generation at all, and he was 
sorry for the men that would get them. 

Afterwards arrived a brassy blonde, a widow of 
considerable past experience, who countered every 
question with a running fire of queries about tea 
breaks and sick pay and holiday concessions, and 
commented invariably that conditions were better in 
her previous jobs. The O.M. became quite discon- 
certed. His sermon never got under way at all, and he 
moralized primly later about domineering females, 
quoting Mr Weller's advice to his son: ‘Samivel, 
bevare of the vidders.' ‘ 

The last candidate was a serious little dark-eyed 
girl with a home address in Belfast, in a suit of 
country cut and with hair in an old-fashioned bun; 
her respectful demeanour delighted the inquisitor. 
He laid on the sermon extra thick, and nodded 
warm approval behind her back. But as she left to do 
her test, she whispered to me confidentially, with a 
sudden roguish glance: ‘Och, noo, the way yon felly’s 
talking about ma character, sure I thocht it was mair 
than a typist the wee mon wanted.’ 

The O.M. overheard the remark and went sud- 
denly crimson. I really expected an explosion for a 
moment. Then he said stiffly that she couldn’t really 
be blamed for her lack of sophistication, and departed 
hurriedly, I had a feeling, while I signed her appoint- 
ment form, that there would be a sequel to the inci- 
dent. ' 
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Finance and 
Commerce 


Honywood Again 


HIS week’s reprint presents the accounts of 
The Honywood Hotels Ltd. Reference was made 
in our issue of October 22nd to the involvement of 
this company in the tangled affairs of the State 
Building Society, and particularly to the qualifications 
in the auditors’ report which in the interests of 
conserving space has been omitted from this reprint. 
Shareholders were taken a step further at the 
annual meeting but are still some way from a final 
evaluation of their position. Under the circumstances, 
said Mr H. O. Jasper, the chairman, ‘it would be of 
great assistance to the board if the secretary could 
be spared individual inquiries for information'. 
After detailing the changes in the constitution of the 
board, including the co-option of Mr P. Rose, A.C.A., 
the company's secretary, Mr Jasper referred to the 
investigation ordered by the board following the 
suspension of the company's stock exchange quota- 
tion on September 19, 1959. The inquiry was con- 
ducted by three firms of cliartered accountants acting 
as a team: Messrs Cork, Gully & Co, Messrs Clark, 
Battams & Co and Messrs Layton-Bennett, Billingham 
& Co. Their report now received, he said, was a 
lengthy document. 


Mortgage Advances 


Mr Jasper gave the principal features of the report as 
follows: 

In June 1959, sums totalling £213,700 were 
advanced by the State Building Society and received 
by Harewood & Co, the solicitors then acting for the 
company, of whom Mr F. Grunwald (now serving a 
prison sentence) was a partner. A payment of £20,000 
was also made by Honywood Hotels to Harewood & 
Co. 

In the following month, mortgages securing 
£150,000 of these advances were granted to the 
State Building Society and the Society claims that it 
was intended to grant further mortgages in respect 
of another £63,700. Honywood Hotels does not 
admit this claim and no mortgages other than those 
in respect of the £150,000 were ever granted. 

Harewood & Co, it is stated, have not accounted to 
the company for any of the payments made to them 
but, it emerged from the proceedings that resulted 
in the conviction of Mr Grunwald and Mr Murray 
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of the State Building Society that they were employed 
to purchase the shares of the company. . 

It is further pointed out that premiums charged by 
the State Building Society when making advances 
have not been included in the amounts registered as ~ 
charges on the company files at Bush House. 


No Quick Results 


Mr Jasper explained that the board further found 
itself under difficulties in that the State Building 
Society, which had a mortgage on a considerable part 
of the company's property had threatened to take the 
step "which would have been disastrous for the 
company’ of appointing receivers. Fortunately, he 
added, with the reconstruction of the Building 
Society's board under Lord Reith, it became possible 


THE HONYWOOD HOTELS, LIMITED AND SUBSIDIARY oun. al 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
for the year ended 30th April, 1959 












































1957-58 
£ £ £ £ 
35,862 Trading Profit for the Year.. 49,547 
Dividends Receivable (Gross): 
6,250 The Hotel York Limited .. ne — 
175 On Trade Investment m m 219 
6,425 —— 219 
805 Interest Receivable .. 1,308 
349 Profit on Sale of Trade Investment — 
43,441 51,074 
Deduct: 
1,818 Directors’ Fees ve г 2,000 
151 Depreciation m 55 T 263 
578 Auditors' Fees . 577 
19,04! Interest Payable 13,973 
21,588 16,813 
21,853 Net Profit for Year before Taxation 34261 | 
Deduct: 
Taxation based on the Profits of the 
Year: 
9,365 Income Tax 12,423 
2,750 Profits Tax 3,250 
12,115 ——— 15.673 
9,738 18,588 
Deduct: 
Proportion of Profit attributable to 
30 Minority Interests .. .. 2,457 
9,708 16,131 
Ада: 
Taxation Provisions no longer re- 
—- quired ES v. x Pe 8,485 
Balance, brought forward, Ist May, 
41,942 1958 PA T m .. 44,462 
51,650 69,078 
Deduct: 
Dividends (less Income Tax)— 
Paid 23rd December, 1958: 
Proposed for the year ended 
30th April, 1958, at 10 per 
7,188 cent. — 
Interim for the year ended Á 
30th April, 1959, at 5 per 
cent. 3,594 
£44,462 Balance, carried forward £65,484 
Made up: 
12.153 The Honywood Hotels, Limited — .. 17,440 
32,309 Sundry Companies sè 255 48,044 
£44,462 £65,484 
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to arrange with the Society for the removal of this 
threat. 


The board has instructed solicitors to proceed in 
respect of every matter that appears to require legal 
investigation, advice and action, particularly with a 
view to tracing and recovering assets. But, said Mr 
Jasper, ‘it is impossible to expect very quick results’. 
It was hoped to present the accounts for the year to 
April 30th, 1960, in the near future. 


Mr N. Barrington Cork, one of the new directors, | 


answering questions at the meeting at the chairman’s 
request, said it was impossible to give any idea of the 
net assets position until the company’s claim against 
Harewood's could be evaluated and the legal position 
ascertained, The board might have the answer to that 
question at the next meeting which might be held 
within five months. Nor was it possible to say any- 
thing about the restoration of the share quotation. 
Mr Jasper said that this was linked with the affairs of 
associated companies whose quotations had also been 
suspended. 
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Fixed Interval Revaluation? 


NE would hardly go so far as Lord Rochdale, 

chairman of Kelsall & Kemp Ltd, the wool 
textile company, that ‘throughout industry as a whole, 
there is a growing practice of revaluing assets at a^ 
fixed interval of years'. We are aware of one company 
which does a quinquennial valuation, but while asset 
revaluation is a frequent news feature, valuation at 
regular intervals is less so. 

Lord Rochdale says that regular revaluation is 
thought desirable in many quarters in order to prevent 
an excessively high gearing of capital. If plant and 
buildings are to be maintained at peak level, it should, 
he says, give a truer reflection of the necessary cost of 
re-equipment than is provided by the more con- 
ventional historical cost basis. 

His board intends to study the matter in the 
coming year. Meantime a survey has already been 
made by the board of the Kelsall & Kemp company 
in Tasmania in relation to the special circumstances 
obtaining in that region. 





CITY NOTES 


ROSS-CURRENTS are still running strongly in 

the market. Just how strongly was shown in the 
latter part of last week when a cautious profit forecast 
by Courtaulds was taken as an opportunity by the 
London jobbers to knock shillings off leading 
industrial share prices. This, despite the fact that 
Courtaulds showed bigger half-year earnings and a 
higher interim dividend. 

It was not long, however, before the lower level of 
prices brought in fresh demand. That was par- 
ticularly the case in store and similar ‘consumer’ 
shares where, despite a very strong rise in prices, 
demand still continues to come in. 

In the shares of companies affected by credit 
restrictions, the tone remains dull, but dullness has 
not extended to capital equipment issues where 
record steel output and the major development plans 
outlined by companies such as Tube Investments, 
Guest, Keen & Nettlefolds, and British Oxygen have 
drawn attention to major growth potential. 

Turning back to the other side of the stock-market 
equation, however, the levelling off in industrial 
production and the reduction in hire-purchase debt 
are only encouraging if the view is taken that these 
factors are likely to lead to some easing of credit 
restrictions. 

In some quarters, meanwhile, there are hopes of 
another Bank rate reduction before the end of the 
year and investment demand for high coupon Govern- 
ment stocks is quite strong. It is likely to be some time 
before these market cross-currents develop into any 
definite single trend. 


RATES AND PRICES 
Closing prices, Wednesday, November 9th, 1960 


Tax Reserve Certificates: interest rate (29.6.60) 3196 


Bank Rate 
Mar. 20, 1958 6% Nov. 20, 1958 4% 
May 22, 1958 5395 Jan. 21, 1960 5% 
June 19, 1958 5% June 23, 1960 6% 
Aug. 14, 1958 44% Oct. 27, 1960 5%% 
Treasury Bills 
Sept. 2 £5 115 933d% Oct.7 £s пл: 3'524% 
Sept. 9 £5 ros 2-26d% Oct.14 £5 92 6-354% 
Sept.16 £5 10s 2:144% Ос. әт £5 62 6°38d% 
Sept.23 £5 95 10:254% Ос. 28 £5 15 9'524% 
Sept. 30 £5 115 3'654%  Nov.4 £4 175 979d% 
Money Rates 
Day to day ipd Bank Bills 
7 days 48-449 2 months -549 
Fine Trade Bills i 3 months o a 
3 months EDI 4 monis 535—555 96 
4 months 5 months –5 49 
6 months 6-615, ERAR 
Foreign Exchanges 
New York 2:815-i Frankfurt 1177413— 
Montreal 2:74%—% Milan 1748 fe 
Amsterdam 10:621—63 Oslo 20°044-4 
Brussels 139:981-i Paris 13°814-3 
Copenhagen  19:36i—371 Zürich 12°13~4 
Gilt-edged f 
Consols 24% 467 Funding 4% 6o-90 847 
Consols 4% 68% Savings 24% 64-67 — 82i 
War Loan 34% боха Savings 3% 55-65 8935 
Conversion 34% боў Savings 3% 60-70 78} 
Conversion 34% 1969 847; Savings 3% 65-75 y 
Exchequer 54% 1966 оо} Treasury 24% 444 
Funding 3% 66-68 82 Treasury 34% 77-80 71} 
Funding 3% 59-69 — 814 Treasury 34% 79-81 72% 


Funding 34% 99-04 654 Victory 4% 
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„Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Valuation of Stock 


Sig, - I have read with great interest Mr D. D. 
Rae Smith's paper 'Auditing: the purpose and its 
attainment’. I would have been glad if, in the sec- 
tion dealing with stock and work in progress (October 
22nd issue), Mr Rae Smith had made some reference 
to the requirements of H.M. Inspectors of Taxes 
who, it appears, frequently ignore established custom 
and financial prudence in their requirements with 

“regard to the valuation of stock, and whose outlook 
may differ materially from that of the auditor. 

lam a director of a multiple retail company whose 
policy has always been to value stock at the lowest 
of cost, realizable value or current replacement cost, 
as suggested by Mr Rae Smith. This year, however, 
the Inspector of Taxes refuses to accept replacement 
cost in respect of stock which at the time of purchase 
bore a higher than current rate of purchase tax, 
notwithstanding the fact that the selling price has 
been reduced by the amount of the purchase tax 
reduction. 

The Inspector quotes the Institute's recommenda- 
tions and states that a reduction below historic cost 
is only permissible if the realizable value is below 

7 that cost, and even then the value is the selling price 
and not a lower current replacement price. For 
example, an article originally costing {100 plus 
purchase tax of {£50 sold for (say) £200; the same 
article now costs {100 plus purchase tax {25 and 
sells for £175; the Inspector maintains that as the 
current selling price is still above the original cost, 
we must value our stocks at historical cost and ignore 
the replacement price. 

Our problem is aggravated because the rate of 
‘stock turn’ is comparatively slow, and stocks at the 
balance sheet date include items purchased at both 
prices, although they all sell for the lower figure. 
The Inspector now refuses to accept current replace- 
ment value and insists that we add back in the tax 
computation an amount to bring the stock valuation 
up to historical cost. 

~ I should be grateful to hear the experience of 
others who may have the same problem. If the 
Inspector is correct, and he appears to be supported 
by the Institute's recommendations, then surely the 
term... replacement price’ should be omitted from 
the formula for the valuation of stock. 


Yours faithfully, 
MULTIPLE, в.с.А. 
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Revaluation of Fixed Assets 


SIR, -One of your correspondents writing on the 
subject of the revaluation of fixed assets (October 
15th issue) has suggested that it would be interesting 
to see indices of the effect of inflation on fixed assets 
in Britain. 

It may not be generally known that such indices 
are prepared for a variety of industries by The 
Economist Intelligence Unit Ltd, 22 Ryder Street, 
St James's, London, SWi. 

One has to be very careful in the use of any inflation 
indices. In many industries there have been such vast 
technological changes since the war that, together 
with improved construction methods, inflation during 
this period would be more than compensated. In 
these industries starting again from scratch would 
involve expenditure on fixed assets considerably less 
than has actually been incurred. 


Yours faithfully, 


Hythe, Hants. D. К. WEATHERLEY, A.C.A. 


Accountants’ Fees 


Sm, -Mr 5. John Pears, r.C.4., asks what the 
Institute can do for the small practitioner (‘Helping 
Small Practitioners', your issue dated October 29th). 
Well, here is one concrete suggestion that, he tells 
us, the groups at Oxford were unable to supply: 
Could not the Institute fix a scale of charges for its 
members? 

The greatest difficulty of the small practitioner in 
practice today is not, as is suggested, the question 
of public relations. It is the question of how to per- 
suade his clients to pay fees large enough to cover 
his rising costs and to enable him to be in a position 
to pay adequate salaries to his staff. 

Unlike his counterpart under the Law Society, 
the small practising accountant has no recognized 
scale of charges to which his client may refer. In 
many cases clients complain that they have no basis 
upon which to judge the correctness of professional 
accountants' charges. 

'The effectiveness of a scale of charges has been 
shown not only in the case of the Law Society 
but also in our own profession in the case of those 
members who have undertaken insolvency work. The 
advantages of being able to charge by reference to a 
recognized scale of charges will be appreciated by 
all who have practised in this sphere. 

It is not suggested that the Institute should in any 
way dictate to its members what fees they should 
charge. This is, quite rightly, a matter for each 
member to decide for himself. What is needed is 
merely a recognized scale to be used as a guide and, 
more important, as indisputable evidence to a client 
that his accountant is charging fees that are in 
accordance with standard practice. 


Yours faithfully, 
К. S., A.C.A. 
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NATIONAL INSURANCE BENEFITS 


AND CONTRIBUTIONS 


Proposed Increases to Start at Beginning of April 


The following are the principal changes in National 
Insurance benefits and contributions recently proposed 
by the Minister of Pensions and National Insurance. 
If approved by Parliament, they will be introduced 
next April. 

No change will be made in the system of graduated 
contributions and additions to retirement pensions 
which is also to be introduced at the beginning of 
April 1961. 

Benefits 
The basic rate of pension for roo per cent war 
disablement will be raised by 12s 6d a week, i.e. from 
85s to 97s 6d a week for private soldiers, with pro- 
portionate increases for the less severely disabled. 
Pensions for war widows with children or over 40 
years of age, will be increased by 10s a week, i.e. from 
66s to 76s a week for privates’ widows with further 
increases for their children. Certain of the supple- 
mentary allowances are to be raised at the same time. 

The standard rates of retirement and widows’ pen- 
sions and sickness and unemployment benefits will 
go up to 57s 6d a week for single people and to 92s 6d 
a week for married couples, increases of 7s 6d and 
125 6d a week respectively. 

The allowance for each child of a person receiving 
benefit will be increased by 2s 6d a week except for 
widowed mothers’ children whose increase will be 5s 
a week each. Maternity benefits, the guardian’s 
allowance and the child’s special allowance are also 
being raised. 

Injury benefit, now 85s a week, will be increased to 
g7s 6d a week, as will the pension for roo per cent 
disablement, with proportionate increases for the less 
severely disabled and there will be increases in supple- 
mentary allowances. The industrial widows’ pension 
of 56s a week will go up to 64s a week. 


Contributions 


The consequential increases in contributions will be 
as follows. The flat-rate contributions for employees 
in the graduated scheme will stay at about their present 
level instead of being reduced from next April as 
would otherwise have happened. (In addition, as 
already provided by the National Insurance Act, 1959, 
from next April employees earning over £9 a week 
and their employers will each pay a graduated contri- 
bution of 41 per cent on that part of the employees 
pay in the band £9 to £15 a week. These graduated 
contributions will qualify the employee for a graduated 
addition to his flat-rate retirement pension.) 

The flat-rate contributions for employees contracted 
out of the graduated scheme, for the self-employed 
and for the non-employed will be increased. 

The contribution from the taxpayer will also be 
increased. 

The new flat-rate contributions are shown in the 
following table (present contributions are shown in 
brackets). The flat-rate contributions include the 
industrial injuries contributions for employed persons 


which are being reduced by 2d a week for adults and 
the national health service contributions for all classes. 


Employed Persons, aged 18 or over — Not contracted out 


























Flat-rate contribution: Men Women 
s d s d sd s d 
Employee .. | 9 9 (911) 8 o (8 o) 
Employer .. es 8 5 (8 3) 7 2 (6 9) 
Total 18 2 (18 2) 15 2 (14 9) 
Employed Persons ~ Contracted out 
en Women 
s d s d s d s 
Employee .. .. u 4 (911) 810 (8 о) 
Етрјоуег .. Я 9 8 3) 7 7 (6 9) 
Tota  .. .. 2r o (18 2) 16 s (14 9) 
Self-employed, aged 18 UM 
or over i .. 13 6 (12 o) i1 o (хо o) 


Non-employed, aged 18 
or over ха .. ло 9 (9 7) 83 (7.7) 
(Other flat-rate contributions, e.g. for those under 18, will be 
increased correspondingly.) 


'The following are examples of the graduated and total contri- 





























butions to be paid in respect of weekly-paid employees. 
Graduated contributions are collected with P.A.Y.E. tax. 
MEN 
"Total Graduated Total Weekly 
Weekly Pay Contributions Contributions 
Em- | Em- 
ployee | ployer 
s d| s d 
£9 or less .. 9918 5 
£10 55 to 
£10 gs rrd rom] 9 7 
£13 to 
£13 4s 114 13 3| Ir и 
£15 or more 14 10] 13 6 





WOMEN 
Total Gr. uated Total Weekly 
Weekly Pay LW... butions Contributions 


£9 or less .. 


£10 ss to 
Хто os 11d 





£13 to 
£13 48 11d 


£15 or more 





The difference between contributions for employees 
in the graduated scheme and those contracted out of 
it will not be altered from that established by the 
National Insurance Act, 1959. 
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For claims arising under with-profits policies 
on or after Ist January 1960 


INTERMEDIATE BONUS OF 


50./ PER ANNUM 


COMPOUND 


AND for all with-profits policies in force at 
3156 December 1959 under which not less than 
five years' premiums had then been paid on the 

participating scale 


A SPECIAL ADDITIONAL 


INTERMEDIATE BONUS OF 


£5; 


(policies of shorter duratlon In proportion) 


on the sum assured and 
existing vested bonuses 


For particulars of how you may become a member 
of this vigorous profit-sharing Society write to 


ees SCOTTISH WIDOWS’ FUND 


Temporary Head Office Address during rebuilding 
22 NORTH BRIDGE, EDINBURGH 1 
LONDON OFFICES: 28 CORNHILL ВСЗ - 17 WATERLOO PLACE SWI 


21 





KNIGHT,FRANK&RUTLEY || 22 


РОК 
SALE, PURCHASE ОК VALUATION 
OF 
PROPERTY INVESTMENTS, 
INDUSTRIAL PREMISES 
INCLUDING 
PLANT AND MACHINERY 









LICENSED HOTELS 
RESTAURANTS AND INNS 
THROUGHOUT THÉ COUNTRY 






Please 







| Firm 


20 HANOVER SQUARE, W1 
Mayfair 3771 





ACCOUNTANT 
FOR ACCOUNTANTS 


| Address 


ХУ 


Kalamazoo 


have bright 





RECEIPTS 

See how to complete receipt, bank 
paying-in slip and cash-book at one 
writing. 


AUDIT INDEX 

A list of audits with year endings 
and normal completion date. Never 
needs writing. Expands indefinitely. 


INVESTMENTS RECORD 

For individuals or companies. Com- 
plete history of holdings, dividends, 
purchases and sales. 


FIRE PROTECTION . 

Those indispensable accounts and 
records. Take no risks. See Kalama- 
zoo fire protection equipment. 


— e пи SE пио по па —— =. a — 


— 
| ro: Kalamazoo Ltd, Northfield, Birmingham, 31 | 


let me have, without obligation, bright | 


| ideas on - (ring numbers) 21 22 23 24 | 
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| || underwood 


HAS THE Al 

TO YOUR А Y.E. AND 
NEW PENSION 
SCHEME PROBLEMS 


An Underwood Post-Master Accounting Machine 
can bring speed and accuracy to all your account- 
ing procedures for as little as £400. Simply 
and economically, it deals with all Ledger 
Accounts, Analysis, Payroll, Stores Control and 
Costing Records. 

Underwood is the acknowledged leaderin the field 
of P.A.Y.E. accounting — Underwood Machines 
are widely used for this purpose by Departments 
of the British Government. We shall be glad, 
without obligation, to place our special experience 
in these matters at your disposal. 


SN 





Just telephone or write today to: 

underwood business machines limited 
4-12 New Oxford Street, London W.C.1. Telephone: CHA 3131 

Branches throughout the United Kingdom 
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THE INSTITUTE OF CHARTERED 
~ ACCOUNTANTS IN ENGLAND AND: WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, November 2nd, 1960, at the Hall of 
the Institute, Moorgate Place, London, EC2, there 
were present: 


Mr 5. J. Pears, President, in the Chair; Mr P. Е. Granger, 
Vice-President; Messrs E. Baldry, о.в.в., W. L. Barrows, 
Т. A. Hamilton Baynes, J. H. Bell, Н. A. Benson, C.B.E., 
P. F. Carpenter, Sir William Carrington, Messrs G. T. E. 
Chamberlain, D. A. Clarke, J. Clayton, C. Croxton-Smith, 
W. G. Densem, S. Dixon, Sir Harold Gillett, Bt., M.c., 
Messrs J. Godfrey, G. G. G. Goult, L. C. Hawkins, 
J. S. Heaton, D. V. House, Sir Harold Howitt, G.B.E., 

.S.0., M.C., Messrs J. A. Jackson, Н. О. Johnson, Н. L. 

yton, R. B. Leech, M.B.E., R. McNeil, К. P. Matthews, 

V. Bertram Nelson, С.в.Е., У. E. Parker, c.B.E.,, C. О. 
Peat, m.c., І. W. Robson, Sir Thomas Robson, M.B.E., 
Messrs К, С. Shuttleworth, C. M. Strachan, O.B.E., 
D. Steele, J. E. Talbot, A. D. Walker, A. H. Walton, V. 
‘Walton, M. Wheatley Jones, E. F. G. Whinney, J. C. 
Montgomery Williams, К. P. Winter, С.в.в., M.C., E. К 
Wright and Sir Richard Yeabsley, c.5.5. 


Consultants 


'The Council is aware that members of the Institute 
have been invited to accept positions in organizations 
which advertise their services as consultants or advisers 
in management, eosting methods, business organiza- 
tion and methods. No practising member of the 
Institute is permitted to advertise such services, and 
no organization which is included in the Register of 
Management and Industrial Consultants maintained 
by the British Institute of Management is permitted 
to advertise its services. Members are reminded that 
in the light of the Council statement in the 1947 
Annual Report under the heading ‘Consultants’ 
(Handbook E3, paragraphs 4 and 5) they render 
themselves liable to disciplinary action if they accept 
employment with such organizations which advertise 
their services. 


Remuneration of Practising Members 


The Council decided to issue the following in replace- 
ment of paragraphs 1 to 8 of Section P3 of the 
Members? Handbook. (The distribution of the amended 
Handbook sheets will take place in December.) 


1. In order to carry out the professional service for which 
he is engaged a practising member must first consider the 
instructions of his client in conjunction with any statutory 
duty relating thereto and then discharge his responsibility 
by applying to the affairs of his client the professional skill 
and knowledge which he and his staff have acquired by 

aining and experience. His fees for that service should 
provide him with appropriate remuneration for the time 
and skill which he has personally devoted to his client’s 
affairs and the responsibility he has accepted, together with 
reimbursement of and a suitable margin of profit on his 
overhead expenses and the salaries of his staff for whose 
work he takes responsibility. Fees should therefore nor- 
mally be computed by reference to: 

(a) the skill and knowledge required for the type of work 

involved; 


(b) the seniority of the persons necessarily engaged on 
the work (principals, managers, senior clerks, audit 
assistants and other clerks); · 

(c) the time necessarily occupied by each person engaged 
on the work; 

(d) the nature of the responsibility which the work entails. 

2. For much of the work of a practising member it is 
therefore appropriate to compute charges on the basis of 
appropriate rates per hour or per day for the time of each 
person engaged on it. It is for each member to decide upon 
the appropriate rates and these will vary according to the 
nature of the service. The Treasury scale of fees for profes- 
sional work carried out by firms of accountants for Govern- 
ment departments may be used as a guide in the sense that 
the rates shown in the Treasury scale should normally be 
regarded as indicating the minimum rates applicable to 
ordinary professional work not requiring a special degree 
of skill or knowledge and not having other special features. 
Where the Treasury scale is used as a guide in this way 
members in some of the larger provincial cities will regard 
their costs by way of staff salaries and overhead expenses 
as justifying the use of the London rates as representing 
their minimum rates. Substantially higher charges are 
appropriate where the work requires special skill or know- 
ledge or has other special features, for example work 
calling for priority of attention. Prospectus reports, investi- 
gations, back duty and acting as financial adviser are 
included in this category. . 

3. The rates applicable to the member’s staff will be 
related primarily to the salaries paid to the staff and the 
relative overhead expenses. In this connection it is essential 
to consider the number of ‘chargeable days’ which are 
available out of the 365 days of the year. After deducting 
Sundays, Saturdays, bank holidays, annual holidays, 
absence through illness, leave for study and examinations 
and an allowance for time occupied in general duties not 
chargeable to any particular client the number of ‘charge- 
able days’ is reduced to considerably below 365 and may 
be no more than 220. It is in relation to the effective days 
that the salaries paid to a member’s staff and the overhead 
expenses must be considered in deciding upon rates which 
will show a margin of profit appropriate to the responsibility 
involved. 

4. In paragraph 1 reference is made to the seniority of 
the persons necessarily engaged on the work and the time 
necessarily occupied by each person, The word ‘necessarily’ 
is important. Moreover the work should be planned and 
controlled in such a way that time is not spent unneces- 
sarily on detailed work which could be dispensed with by 
the use of more suitable methods of inquiry and examina- 
tion. 

5. When undertaking work for a new client it may be 
necessary or expedient to charge a prearranged fee, in 
which event the member should estimate as best he can 
the work and responsibility involved and the time it is 
likely to occupy. Ít is however desirable, where possible, 
to avoid the fixing of an annual fee in this. manner until 
one year's work has been performed. 

6. The foregoing paragraphs relate to fees as distinct 
from reimbursement of expenses. Out-of-pocket expenses, 
in particular travelling expenses, attributable directly to 
the work done for a particular client would normally be 
charged to that client in addition to the professional fees; 
otherwise they would fall to be considered as an additional 
item under paragraph t above. 

7. In bankruptcies, liquidations, receiverships and similar 
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work the remuneration is dependent upon the manner of 
appointment and the relevant statutes, The remuneration 
is often calculated by a percentage of realizations and a 
percentage of distributions, but this basis should be avoided 
where possible and practicable. There is no reason why a 
member should not have regard to the considerations listed 
in paragraph 1 in determining what he regards as suitable 
percentages which when applied to the realizations and 
distributions will produce adequate remuneration for this 
highly technical and responsible work. 'l'he matter rests 
however with those who have the power to fix the remunera- 
tion and it is unlikely that they will approve percentages 
which appear to be excessive, even though lower percentages 
will produce an inadequate reward, for example where a 
great amount of difficult and responsible work has been 
involved but the value of tbe assets is small. It must there- 
fore be recognized by members who undertake insolvency 
work that some of it may prove particularly remunerative 
and some of it may be highly unprofitable. Work of this 
kind is subject to a certain amount of jurisdiction by or 
appeal to the Courts, and it must be accepted that by long- 
standing custom and sometimes by statutory requirement 
a percentage basis is often used. 

8. Apart from fees for the kind of work referred to in 
the preceding paragraph it is usually inappropriate for a 
practising member to charge on a percentage basis. The 
Council has issued statements indicating two particular 
circumstances in which a percentage is undesirable: 

(a) in 1935 the Council issued a statement to members 
that in the opinion of the Council it is highly undesir- 
able in Revenue cases that members of the Institute 
Should undertake work on the basis either that they 
Should be remunerated by a percentage of the amount 
recovered or that no remuneration should be received 
if no recovery results. The Council stated that should 
Such a case be brought to the knowledge of the Council 
it will be liable to be regarded as discreditable con- 
duct. (In 1952 the Disciplinary Committee found 
proved a complaint of discreditable conduct where a 
member did not ‘undertake’ work (in the sense of 
quoting in advance) on a percentage basis but never- 
theless made a charge to a client based on a percentage 
of the amount recovered by way of income tax 
repayment. 

(b) in 1952 the Council stated that it had had under 
consideration the question of the basis of remunera- 
tion of members who, as practising accountants, may 
act as financial advisers to companies, and the 
Council expressed the opinion that it is undesirable 
for the remuneration of a member for such services 
to be based on a percentage of the profits of the 
company. 

9. It must not, however, be assumed that a member 
cannot properly have regard to the value of the work to 
the client. The professional services rendered by practising 
members are usually closely related to industrial, commer- 
cial or financial] operations, that is to say the business 
transactions of their clients; and accordingly there is no 
reason why the value of the work to the client should not 
be taken into consideration provided that basically the fees 
are computed by reference to the time, responsibility, skill 
and knowledge involved. Where for example an investiga- 
tion has been carried out in connection with a client's 
business project which has proved successful, the member's 
fees may well be greater than they would have been if the 
client's project bad proved abortive. Again, most members 
have some clients for whom they may wish to reduce their 


fees below what would be adequate remuneration for the, 


service provided. 'This applies particularly to charitable 
bodies and to the personal taxation and other affairs of 
some private individuals where business accounts are not 
involved; for clients of this kind the amount of work 
involved is often out of all proportion to the client's income 
and resources. Any reduction of fees for such clients is 
entirely a matter for the member to consider in the light 
of the particular circumstances. 
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10. lt is neither usual nor necessary for bills submitted 
to clients to be fully detailed but the member's records 
should be adequate to enable this to be done if required 
either to satisfy the client or to satisfy the Court if costs 
are being taxed or in the unfortunate and rare event of it 
becoming necessary to take legal proceedings to recover 
unpaid fees. 


Building Societies Act, 1960 


'The Council is engaged on the preparation of a 
memorandum for the guidance of members who act 
as auditors of building societies. It is hoped that this 
memorandum will be available for issue towards the 
end of December. 


Accounts of Friendly Societies and Industrial 
and Provident Societies 


À memorandum has been submitted to the Chancellor 
of the Exchequer on behalf of the Council drawing 
attention to the desirability of amending legislation 
relating to the annual accounts and audit of friendly 
societies and industrial and provident societies. 


Public Relations Committee 


It was decided that a Public Relations Committee be 
appointed as a standing committee in place of the 
Public Relations sub-committee of the General Pur- 
poses Committee, the membership of the new com- 
mittee to be as follows: 


President 

Vice-President 

Chairman of the General Purposes Committee 

Chairman of the Finance Committee 

Chairman of the District Societies Committee 

Chairman of the Consultative Committee of members 
in commerce and industry 

Sir Harold Gillett 

Sir Harold Howitt 

Mr C. U. Peat 

Mr E. K. Wright 

Sir Richard Yeabsley 


with power to co-opt. 


Examination Fees 
'The Council has decided that, commencing with the 


May 1961 examinations, the following increased 
examination fees shall be payable: 
£s a 
Institute 
Preliminary examination .. v .. 5 § © 
(present fee £4 4s od) 
Intermediate examination - .. 6 60 
(present fee £5 5s od) 
Final examination .. xs ER .. 880 
(present fee £7 7s od) 
Society Final Examination У 
Both parts taken together bs .. 880 
(present fee £7 7s od) 
Either part taken separately es .. 44,9 
(present fee £4 4s od) E. 
"o 


Conduct of Articled Clerks 


On the report of the Articled Clerks Committee the 
Council has considered a case in which an articled 
clerk had kept for his own use money which should 
have been used to pay the wages of employees of a 
client of the principal. The clerk has been discharged 
by his principal and has been informed that the 
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Council will exercise its power under bye-law 50 to 
refuse to register any new articles to which he is a 


party. 


M Transfer of Articles 


Conduct of the articled clerk and the transferee principal 
Articles are entered into with intent that they will 
bind the parties for the prescribed period. By agree- 
ment between all the parties articles may be trans- 
ferred to a new principal, subject to their acceptance 
for registration by the Council, but the Council wishes 
it to be known that an articled clerk who endeavours 
to obtain a transfer of his articles without the written 
consent of his principal may render himself liable to 
proceedings before the Disciplinary Committee. 

À member who enters into negotiations for articles 
with a clerk who is articled to another member may 
render himself liable to a complaint of discreditable 
conduct unless he knows that the clerk's principal 
has given his written consent to the clerk to seek a 
ғ Ansfer. A member will also render himself liable to 

a complaint if he advertises that he is willing to 

Sept a transfer of articles of an articled clerk. 

The Secretary of the Institute is available to give 
advice to any party to articles on matters relating to 
· articled service. 


Registration of Articles 


The Secretary reported the registration of 443 articles 
of clerkship during the last month, the total number 
since January 1st, 1960, being 2,211. 





Admissions to Membership 


The following were admitted to membership of the 
Institute: 


$Barlow, Gerald-Roye, A.S.A.A., 21 Avenue Capitaine Piret, 


Brussels, 15. 
Взор, Leonard John Armstrong, A.C.A., 48 Vale Road, 
N sgate, Kent. . 
| §Greenwood, Derek Evan, A.s.a.a., 9 Southway, Pinelands, 
| Cape Town, South Africa, 
` Hawkes, Russell Gerald, A.C.A., 27 Cornwall Gardens, 
London, SW7. 
Masterman, Richard Thomas, B.SC.(ECON.), A.C.A., 95 
. Clarendon Drive, Putney, London, SWrs. 
$Milton, David Ernest, А.5.А.А., with Alex. Aiken & Carter, 
National Bank Buildings, P.O. Box 2636, Simmonds 
Street, Johannesburg, South Africa. 
§Narielvala, Navroze Mancherji, a.s.a.a.. с/о Mr M. 
Nahoum, 23 Howitt Road, London, NW3. 
Partridge, Kenneth, A.C.A., 4 Gerald Road, Wollaston, 
Stourbridge, Worcs. 
Rowley, David Roger, B.A., A.C.A., ‘Pinders’, Broad Camp- 
den, Glos. 


§ Means ‘incorporated accountant member’. 

a indicates the year of admission to the Institute. 

aS indicates the year of admission to the Society of Incor- 
porated Accountants. 

pirms not marked + or * are composed wholly of members 
of the Institute. 

T Against the name of a firm indicates that the firm, though 
not wholly composed of members of the Institute, is com- 
posed wholly of chartered accountants who are members 
of one or another of the three Institutes of chartered 
accountants in Great Britain and Ireland. 

* Against the name of a firm indicates that the firm is not 
wholly composed of members of one or another of the three 
Institutes of chartered accountants in Great Britain and 
Ireland. 


. THE 
ACCOUNTANT 


625 


§Stander, Jacobus Johannes, А.5.А.А., 31 Mars Court, 62 
Ameshoff Street, Johannesburg, South Africa. 

Thring, Peter Streatfield, B.A., A.C.A., ‘Birkdale’, Westfield 
Road, Beaconsfield, Bucks. 

Towler, Ralph Thorsby, A.C.A., 55 Wooler Avenue, Beeston, 
Leeds, 11. 

Watkins, Gerald Anthony, A.C.A., 93 Grange Lane, Four 
Oaks, Sutton Coldfield, Warwicks. 

Wreford, Roger John, A.C.A., Langton's Meadow, Farnham 


Common, Bucks. 


Fellowship 


The Council acceded to applications from twelve 
associates to become fellows under clause 6 of the 
supplemental Royal Charter. 


Incorporated Accountant Member 
Becoming an Associate 


The Council acceded to an application from the 
following incorporated accountant member for elec- 
tion as associate under clause 6 of the scheme of inte- 
gration referred to in clause 34 of the supplemental 
Royal Charter: 


Middleton, Ralph West, F.s.A.A., 491923; with Leslie A. 
Ward, 6 Hanover Square, Mayfair, London, Wr. 


Members Commencing to Practise 


The Council received notice that the following 
members had commenced to practise: 


Allan, Roy Maclaren, A.C.A., 21959; Edmund B. Gasking 
& Co, Martins Bank Chambers, Moor Street, Ormskirk, 
Lancs; also at Formby and Liverpool, Gasking, Lace & 
Co and James Kerr & Sons. 

Barrett, Ronald Douglas, A.C.A., 251957; W. Т. & L. 
Walters, 70 Middle Street, Yeovil, Somerset. 

Bird, Geoffrey Paulin, A.C.A., a1960; Penfold, Champ & 
Meyler, 2 Marlborough Place, Brighton, 1. 

Bruce, Anthony William, A.C.A., 281956; *Hayhow & Co, 
19 King Street, King’s Lynn, Norfolk. 

Busby, Arthur William, Е.С.А., 21938; Peat, Marwick, 
Mitchell & Co, 11 Chapel Street, Camborne, Cornwall. 

Crawford, Terence Bernard, A.C.A., a1958; 8/10 Katherine 
Street, Croydon, Surrey. 

Derwent, Peter Locke, Е.С.А., aS1949; Crown House, 
13 High Street, Godalming, Surrey. 

Fisher, Norman, A.C.A., a1960; Norman Fisher & Со, 
27 Victoria Square, London, SW1. 

Foxwell, Gerald, A.C.A., a1960; С. Foxwell & Co, Sher- 
borne House, Beaufort Road, Ebbw Vale. 

Fraser, Norman, Е.С.А., a51943; Forshaw, Fraser & Co, 
37 Brown Street, Manchester, 2. 

Gilpin, Derek Tom, A.C.A., a1952; Atkin & Co, Orchard 
Chambers, Church Street, Sheffield, 1. 

Goulstone, Bernard, A.C.A., a1950; 1Wilson, Goulstone & 
Co, 24 Oakwood Avenue, Boreham Wood, Herts. 

Hawkins, Charles Frederick Mervyn, A.C.A., 451953; 
Hudson Smith, Briggs & Co, and Stanley Holmes & 
Co, St Giles House, 11 Quay Street, Bristol, 1; also at 
London, Hudson, Smith, Briggs & Co. 

Hedgman, George Edward, F.c.a., aS1949; Cash, Stone & 
Co, 48 Copthall Avenue, London, EC2, and at Ports- 
mouth and Southampton. 

Henson, Brian Albert Voice, A.C.A., a1956; 2 Oak Lodge, 
'The Avenue, Hatch End, Middx. 

Hordle, Jeffrey Gordon, A.C.A., a1959; Lawrence, Gardner 
& Co, 5 Unity Street, Bristol, 1. 

Horton, Peter, A.C.A., a1960; *Halliwell & Horton, 27A & 
188 Burnley Road, Waterfoot, Rossendale, Lancs. 

Huntington-Whiteley, Hugo Baldwin, A.C.A., 41954; 
Howard Smith, Thompson & Co, Beaufort House, 96 
Newhall Street, Birmingham, 3; and at London. 
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Lacey, Donald James, F.c.a., 41936; Harold Brown & 
Co, Prudential Buildings, Colmore Row, Birmingham, 3. 

Levy, Henry, A.C.A., 451957; 69 Kensington Gardens 
Square, London, W2. 

Llewellin, Martyn Cleeves, B.A., A.C.A., @1957; Jones, 
Robathan, Thompson & Co, 11/12 Skinner Street, 
Newport, Mon., and at Cardiff, Cardigan, Carmarthen, 
Chatteris, Chepstow, London and Usk. 

Martin, John Philip Baynes, A.C.A., 41953; Rothman, 
Martin & Co, 1 Jewry Street, and 11a Southgate Street, 
Winchester, Hants, and at Alresford, Southampton and 
Whitchurch. 

Newell, David Beverley, A.C.A., 21953; TWhinney, Smith & 
Whinney, and {Нагоіа E. Clarke & Co, 8 Newhall 
Street, Birmingham, 3. 

Pinnock, Robert Leonard, A.C.A., a1960; Penfold, Champ 
& Meyler, 2 Marlborough Place, Brighton, 1. 

Polhill, Anthony Nathaniel, a.c.a., a1951; Howbury Hall, 
Bedford. 

Price, Cecil Powell, F.c.4., 21930; *Newby & Со, 39/41 
Bristol Road, Birmingham, 5. 

Saideman, Seymour Geoffrey, A.c.a., a1960; Saideman & 
Co, 8/10 Hallam Street, London, Wi, and 46 Hale 
Lane, Mill Hill, London, NW7. 

Sanderson, John Frederick Richard, A.C.A., 21951; Metherell 
Gard & Co, Lloyds Bank Chambers, Bude, Cornwall, 
and at Holsworthy. 

Sweetman, Thomas Edward, A.C.A., a1951; Rooke, Lane & 
Co, 2 Norfolk Street, Strand, London, WC2, and 681 
Salisbury House, London, EC2. 

Symons, Kenneth Albert, A.C.A., 2581952; Dougan, Symons 
& Co, 6 Fore Street, Taunton, Somerset. 

Terry, Albert Reginald, r.c.A., aS1949; Turquand & Son, 
то King Street, Newcastle, Staffs. 

Thorn, Rex Stuart, A.C.A., a1959; Thorn, Vincent & Co, 
183 Ridge Road, Sutton, Surrey. 

West, Kenneth Frederick Stephen, F.c.a., 41936; Harold 
Brown & Co, Prudential Buildings, Colmore Row, 
Birmingham, 3. 

Whitehead, Godfrey, A.C.A., 21960; Gardner, Thompson, 
Carrick & Whitehead, Martins Bank Chambers, 123/125 
ае Street, and то Eldon Square, Newcastle upon 
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Re-admission to Membership 


Subject to payment of the amounts required by the 

Council, one former member of the Institute was re- 

admitted to membership under clause 23 of the 

supplemental Royal Charter and one former member 

the Institute was re-admitted to membership under bye- 

law 38. One application under clause 23 was refused. 
It was reported to the Council that the following 

re-admissions, made at the Council meeting on 

October sth, 1960, subject to payment of the amounts 

required, had become effective: 

Parkinson, George, c/o The En-Tout-Cas Co Ltd, Syston, 
Leicester. 

Rolph, John Mair, with Halsey, Button & Perry, 66 
Maritime House, Gardiner Street, Durban. 

Smith, Donald Ferguson, Clouds Cottage, Deansgreen, 
Lymm, Cheshire. 


Change of Name 
The Secretary reported that the following change of 
name has been made in the Institute’s records: 
Sims, Philip Herbert, to Sims, Philip Herbert Benford, 


Resignation 
The Council accepted the resignation from member- 
ship of the Institute of: 
Morgan, Mortimer Clive, F.c.a., *Lynton & Morgan, 
Stoneleigh, Crow Hill Drive, Mansfield. 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 
Mr Albert Knighton Barker, F.c.a., Barnsley. 

» George Leslie Couch, F.c.a., Uxbridge. 

» Thomas Fawcett Dunham, F.c.a., Manchester. 

» Frank Harrop, F.c.a., Hale Barns, Cheshire. 

», Austin Dinsdale Hodgson, F.c.a., Johannesburg. 

» Henry Arthur Owen, Е.С.А., London. 

» Reginald Herbert Simpson, F.c.a., Bromley, Kent. 

» Alphonso Raymond Taylor, F.c.a., Bexhill-on-Sea. 


| 


i 


| 
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FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at 
hearings held on September 26th, 1960. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Thomas 
William Porter, Е.С.А., had been guilty of acts or 
defaults discreditable to a member of the Institute 
within the meaning of Clause 21, sub-clause (3) of the 
supplemental Royal Charter in that (а) being the 
accountant employed to prepare the accounts of a 
business he failed to reply to numerous requests made 
to him by the client in respect of her income tax 
affairs; (Р) he failed despite numerous requests to hand 
over to another firm of accountants acting on her 
behalf the accounts of the business down to February 
14th, 1958, together with an analysis of debtors and 
creditors required by that firm to prepare the accounts 
of the business up to February 14th, 1958; (c) he failed 
to reply and/or take any action in response to four 
letters addressed to him by an Under-Secretary of the 
Institute, so as to render himself liable to exclusion or 
suspension from membership of the Institute. The 
Committee found that the formal complaint against 
Thomas William Porter, F.c.a., had been proved under 


all headings and the Committee ordered that Thomas 
William Porter, F.C.A., of 36 Snow Hill, Shelton, 
Stoke-on-Trent, Staffordshire, be excluded from 
membership of the Institute. : 


A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that a Fellow 
of the Institute was at Bow Street Magistrates Court 
in January 1960 convicted on a charge that being the 
liquidator of a limited company he failed to send to the 
Registrar of Companies a statement in the prescribe 
form and containing the prescribed particulars contr 
to Section 342 of the Companies Act, 1948, so as to 
render himself liable to exclusion or suspension from 
membership of the Institute. The Committee found 
that the formal complaint had been proved and ordered 
that the member be reprimanded, but the Committee 
considered that there existed special circumstances 
justifying the omission of his name from the pub- 
lication of the Finding and Decision. 
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FINDING AND DECISION OF THE APPEAL COMMITTEE 


Finding and Decision of the Appeal Committee of the Council of the Institute appointed pursuant to bye-law 
108 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a hearing held 


on October 5th, 1960. 


пи 

The Appeal Committee heard an appeal against the 
Finding and Decision of the Disciplinary Committee 
of the Council of the Institute upon a formal com- 
plaint preferred by the Investigation Committee of the 
Council to the Disciplinary Committee that a member 
ef the Institute had failed to pay the subscription 
payable by him under Clause 11 of the supplemental 
Royal Charter and bye-law 42 in respect of the year 
1960 for four months after the same had become due, 


* 


so as to render himself liable under Clause 21 (7) of 
the supplemental Royal Charter to be excluded from 
membership or to be suspended for a period not 
exceeding two years from membership. The Committee 
affirmed the Finding of the Disciplinary Committee 
that the formal complaint had been proved but the 
Committee, varying the decision of the Disciplinary 
Committee, decided that no action be taken in this 
matter. 


‘PROGRESSIVE APPROACH TO EDUCATION’ 


Annual Dinner of Scottish Chartered Accountants in London 


posing the toast of “The Institute of Chartered 
Accountants of Scotland’ at the forty-third annual 
dinner of the Association of Scottish Chartered 
Accountants in London held at The Savoy Hotel on 
Monday, Mr J. Kraayenhof, a Past President of the 
Netherlands Institute of Accountants, congratulated 
the Institute on its ‘progressive approach to education 
and training’ and said their new concept should be 
studied carefully by accountancy bodies in other 
countries. Perhaps from such reciprocal studies, he 
said, a more international exchange of views could 
be brought into being as he believed the subject was of 
the greatest importance in increasing the profession's 
international scope. 

Mr Kraayenhof spoke of a recent memorial service 
in Amsterdam attended by all the allied powers 
including the Russians and said: 

"When we can join in remembrance of those who fell for 
В. sake of freedom why should it be impossible to join in 
‘efforts for peace and freedom for the living generation? I 

believe we could have a constructive solution by each one 
doing whatever he could to further unity and justice.’ 

Mr Kraayenhof said there was a real danger that the 
separation set up between the two blocs in Europe 
might influence the position of accountancy bodies in 
the relevant countries. There should be no separation 
in their field and nó discrimination for members of the 
qualified accountants’ organizations. 


Response by the President of the Institute 
Replying to the toast, Mr Alexander McKellar, c.a., 
President of the Institute, thanked Mr Kraayenhof for 
his reference to the new training scheme and paid a 
tribute to Mr Thomas Lister, M.A., c.a., Immediate 
Past President of the Institute, who was chairman of the 
committee whose report had lead to the scheme. 

*We do not stop at training apprentices,’ he said. 

pwe do not allow our qualified men to slacken on 
qualifying. We run summer schools and discussion 
groups and members of our Institute show very great 
interest in its activities.’ 

Mr McKellar referred to the European Free Trade 
Area conference which had just opened in London and 
commented that although the Institute was non- 
political his personal view was that the barriers of the 
‘six’ and ‘seven’ would be broken down in the interests 
of western civilization. In the event of that day coming, 


the accountancy profession would have an important 
part to play and he welcomed the happy relationships 
which existed between the Institute and its counter- 
parts on the continent. 


Relationships with the Inland Revenue 


Referring to relationships with the Inland Revenue he 
said: 

‘We may not always agree with them but always 
‘Queensberry rules’ are observed by both sides. We do 
recognize that Inspectors are called on to administer laws 
which are frequently harsh but Inspectors are not deliber- 
ately unfair, 

‘I make these references because of utterances by the 
author of a recent book who has been able to secure what, 
in my view, is undeserved and undesirable publicity in the 
Press, on television and on the radio. The author, an ex- 
Inspector, must know that the picture he attempts to draw 
is an absolute travesty and he must also know that individual 
Inspectors cannot defend themselves by replying. 

I would like to make it clear that we do not share the 
author’s views and can pay tribute to the Inspectors for 
their efficiency and for the skill and knowledge which they 
bring to their arduous and important task. 'l'his author's 
venom is not, however, confined to the Inspectors. He says 
that a person should not employ an accountant because he 
does not know enough about accountancy’. 

Mr McKellar said he awaited the views of the 
business community with confidence and equanimity. 


The Guests 
Proposing the toast of "T'he Guests', Mr F. Booth, c.A., 
Convenor of the London Local Committee, welcomed 
the visitors, particularly Mr Kraayenhof, Mr S. J. 
Pears, Е.С.А., President of The Institute of Chartered 
Accountants in England and Wales, Mr G. E. Cameron, 
F.C.A., President of The Institute of Chartered 
Accountants in Ireland, Sir Alexander Johnston, 
Chairman of the Board of Inland Revenue, Major- 
General Sir Edward Spears, Chairman of the Institute 
of Directors, Sir Cecil Crabbe, Chief Registrar of 
Friendly Societies and the Deputy Chairmen of 
Lloyd’s and the Stock Exchange. 

Replying; Mr Cameron said, that in Ireland they 
had a whole-hearted respect for the Scottish Institute. 
He thanked the chairman and the Association on 
behalf of all the guests for inviting them to such an 
enjoyable function. 
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‘UTTERLY DEPLORABLE’ BROADCAST 


President Criticizes B.B.C. Play at Bristol Dinner 


The B.B.C. programme in the ‘Professional Portraits’ 
series on Sunday evening, October 30th, was ‘utterly 
deplorable’ said Mr S. John Pears, F.c.a., President 
of The Institute of Chartered Accountants in England 
and Wales, in Bristol last week. The accountant 
portrayed in the broadcast was described by the 
President as ‘vulgar, grasping, incompetent, impotent 
and dishonest’. 

Replying to the toast of “The Institute’ at the annual 
dinner of The Bristol and West of England Society of 
Chartered Accountants, Mr Pears said that the Insti- 
tute had heard about the production not long before it 
was due to be broadcast. The Secretary then wrote to 
the B.B.C. and was assured that the script was, per- 
fectly all right but was denied access to it. 


B.B.C.’s Regret 


Mr Pears protested to the B.B.C. and saw the Chair- 
man of the Governors on the Tuesday after the broad- 
cast. The next day he received an expression of regret 
from the B.B.C. and a promise to make provision for 
a fifteen-minute programme in which the Institute 
could express its views. 

The President stressed the importance to the pro- 
fession of good public relations and said that a Public 
' Relations Committee had now been set up as a main 
committee of the Institute, responsible direct to the 
Council. An outside consultant had been engaged to 
advise the committee, and one of the Institute's under- 
secretaries had been allocated to it. 

Referring to other aspects of the work of the Institute, 


Mr Pears said that they had recently sent communica- 
tions to the Chancellor of the Exchequer; one dealt 
with friendly societies and the other suggested that he 
should send out explanatory memoranda with the 
Finance Bills. 

Two documents were about to be sent to members 
by the Institute: one was a statement about fees; the 
other offered some guidance on the subject of building 
Society audits. 


The Age of Organization 


The toast of “The Institute’ was proposed by Col. 
Н. А. Guy, ове, T.D., D.L., J.P., Chairman of the 
South-West Regional Hospital Board, who said: 

‘This is the age of the organized man. Successive Covey 
ments have succumbed to pressure groups from time 
time. But there are some associations — yours is опе ~ which 
sets standards and knows how important they are. 

‘It is the great work of many associations and institutions 
to provide and encourage training for young entrants in 
thei: trade or profession, not only to see that they learn 
their trade but to give them a sense of commercial morality 
and integrity. 

*Your Institute is one which carries out this great work." 

Other toasts were “The City and County of Bristol’ 
proposed by Mr W. V. Eggleton, F.c.a., President of 
the Society, to which the Lord Mayor of Bristol replied, 
and ‘The Guests! proposed by Mr D. С. Price, Е.С.А., 
Chairman of the Gloucestershire Branch of the Society 
and responded to by Mr Charles Mudge, President of 
the Bristol Incorporated Chamber of Commerce and 


Shipping. 
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DINNER AT BRIGHTON 


South Eastern Society of Chartered Accountants 


Speaking at a dinner of the South Eastern Society 
of Chartered Accountants in Brighton on Friday of 
last week, Mr S. John Pears, r.c.A., President of the 
Institute said that no fewer than 98-83 per cent of the 
companies listed in the Stock Exchange Year Book in 
1959, have their accounts audited by chartered account- 
ants. 

Mr Pears again condemned the recent ‘Professional 
Portrait’ broadcast about accountancy which, he said, 
made accountants to appear both incompetent and 
greedy. He had been in touch with the B.B.C. who had 
expressed regret and were arranging for the Institute to 
be granted fifteen minutes on the air to reply and to 
say what they liked about the accountancy profession 
at the earliest opportunity. 


Not Unethical to offer Additional Services 


The President, who was responding to the toast of 
“The Institute’, said he had been asked on a number of 
occasions whether it was unethical for an accountant 


to offer services to his clients in addition to those for 
which he had already been engaged. His answer was 
that the basis of accountancy was the provision of 
services. Accordingly, in his view, not only was there 
no ethical reason why additional services should not be 
offered to a genuine client, but he felt it was the duty 
of an accountant to do so if the client was likely to bene- 
fit. 


Entry to the Profession | 
Proposing the toast, Mr Sydney M. Сабуп, C.B.x., 


said: : 

‘I would like to pay tribute to the enormous amount of 
help which the business community receives from the 
skilled and wise advice and help of your member;’, 


With business life becoming more and more com- 
plicated it was necessary for more and more boys and 
girls to stay on at school until the age of 18, and he 
hoped that the Institute would require at least the 
G.C.E., at advanced level for students entering the 
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profession. He felt the examination failure rate of over 
50 per cent in the Intermediate and Final examinations 
to be a reproach, and he wondered whether correspon- 
dence courses were adequate ways of training these 

__Чауз. He thought that the universities might give 
greater recognition to the requirements of the pro- 
fession. 

The toast of ‘Our Guests’, was proposed by Mr D. В. 
Evans, F.C.4., Chairman of the Kent and Sussex 
Branch of the Society, who welcomed the articled 
clerks and representatives of the student bodies 
present. He also greeted members of various profes- 
sional and business organizations, adding: 


‘In these days when so often we come across the “couldn’t 
care less" attitude we are extremely thankful to have among 
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our guests members of organizations which, like us, always 
strive for the highest integrity in their everyday business 
lives’. 

A solicitor, Mr F. G. Beckett, replied. 

Mr H. J. С. Collis, T.D., a London schoolmaster, pro- 
posed the toast of “The South Eastern Society’ in a witty 
and amusing speech, well in tone with the mood of the 
evening. He concluded with the remark: 

‘In a world where we are suffering from erosion and 
corrosion it is a wonderful thing to find a profession like 
yours where there is absolute integrity and the confidence 
of the public in it’. 

Replying, Mr G. W. Davies, F.c.a., President of the 
Society, expressed appreciation to Mr T. T. Nash, 
F.c.A., of Hove, for all his work as dinner secretary. 





+ 
In Parliament 


£ Sterling: Value 


Mr Lipton asked the Chancellor of the Exchequer 
what is the current value of the £ sterling, taking the 
value as 20 shillings in October 1957. 

Mr Se_wyn Lrovp: Sixteen shillings and five pence 
in September 1960. 


Hansard, Oct. 25th, 1960. Oral Answers. Col. 2124. 


= Surtax 


Mr Peyron asked the Chancellor of the Exchequer 
what would be the loss in revenue if the starting point 
of surtax on earned income were to be £6,000 per 
annum instead of £2,000 as at present. 

Mr SeLwyN Lrovp: About £60 million in a full year 
on the assumption that present surtax rates on succes- 
sive slices of earned income above £2,000 were charged 
on the corresponding slices of such income above 
£6,000. А 

Mr Peyton asked the Chancellor of the Exchequer 
what would be the loss of revenue if no taxpayer was 
liable to pay more than three-quarters of his earned 
aoe by way of direct income tax and surtax com- 

ined. 

Mr белум Гљохр: То reduce the top rate of surtax 
on earned income to 7s 3d, so that in no case did an 
extra £1 of earnings bear more than 15s in tax, would 
cost about £7 million in a full year. 


A Hansard, Oct. 25th, 1960. Written Answers. Col. 237. 


Hire-purchase 


Dr A. Tompson asked the President of the Board of 
'Trade whether he will introduce legislation to ensure 
that guarantors to hire-purchase agreements must sign 
such agreements in the presence of an executive of the 
firm concerned, at an office of the firm, where the 
obligations incurred can be suitably explained. 


Mr MaunLIiNG: No. The Hire-purchase Act, 1938, 
provides that the owner shall not be entitled to enforce 
any contract of guarantee unless the provisions of the 
Act have been complied with. These include a require- 
ment that the cash price of the article, the terms of the 
agreement, and the restriction of the owner’s right to 
recover the goods is contained in a note or memoran- 
dum to be signed by the hirer and by or on behalf of all 
other parties to the agreement. 

Dr A. THompson asked the President of the Board 
of Trade whether he will take steps to require hire- 
purchase firms to devíse a code of practice by which the 
credit-worthiness of clients can be ascertained by credit 
cards or other means before agreements are entered 
into, thereby preventing the incurring of excessive 
debts by clients who do not fully understand the 
obligations involved. 

Mr Маоршме: No. This proposal would mean a 
serious abridgement of the freedom of credit-seekers 
and credit-givers. It would involve far-reaching legisla- 
tion which might well be very difficult to enforce. 


Hansard, Oct. 27th, 1960. Written Answers. Col. 294. 


Dependent Relative Allowance 


Mr Rosert Cooks asked the Chancellor of the Ex- 
chequer what instructions are being given to tax 
Offices as regards the coding for pay-as-you-earn pur- 
poses for 1961-62 of persons who at present receive 
the dependent relative allowance but whose depen- 
dants will, as a result of the proposed increase in the 
national insurance pension, receive an income above 
the prescribed limit. 

Mr Setwyn Ілоүр: It is not the Government's 
intention that the proposed increase in retirement 
pensions should have the effect of reducing the tax 
relief given to those who help elderly relatives. Subject, 
therefore, to parliamentary approval of the National 
Insurance Bill which is now before the House, I 
propose to introduce legislation in next year's Finance 
Bill increasing the dependant's income limit for the 
maximum dependent relative allowance to £155, with 
a consequential increase to £230 in the income limit at 
which no allowance is due. I have authorized tax offices 
to proceed on this basis in fixing pay-as-you-earn 
codings for 1961-62. 


Hansard, Nov. 3rd, 1960. Written Answers. Col. 3. 
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Notes and Notices 


PROFESSIONAL NOTICE 


Mr W. Н. V. WITCHER, F.C.A., practising as W. E. 
RarNETT & Co, at 6 Blagrave Street, Reading, 
announces that as from November ist, 1960, he has 
admitted into partnership Mr Norman ARTHUR 
SHARPE, Е.С.А., who has been his senior assistant for 
the past six years. The practice will continue to be 
conducted in the same name at the same address. 


Appointments 


Sir Douglas Waring, C.B.E., Е.С.А., has been appointed 
chairman of Southern Kinta Consolidated Ltd. 

Mr C. W. S. Temple, F.c.a., has been elected chair- 
man ot Lewa Sisal and General Investments Ltd. 

Mr W. 'T. Turner, F.c.a., has been eppointed an 
associate director of Lyle & Scott Ltd. 

Sir Harold Gillett, м.с., F.C.A., has been appointed 
chairman of Vigilant Investments Ltd. Sir Harold is 
chairman of Arusha Industries Ltd, the parent 
company. ; 

Mr К. Е. Suggett, F.C.A., has been appointed chair- 
man and managing director of Argentine Southern 
Land Co Ltd, and joint managing director of Parson 
& Crosland Ltd. 

Mr A. Е. F. Young, 0.B.E., T.D., F.C.A., and Mr A. P. 
White, M.A., F.c.A., have been appointed to the board 
of Mountsorrel Holdings Ltd, following the acquisi- 
aes of the company's share capital by Redland Holdings 

td. 

Mr К. E. Wheatcroft, F.c.a., has been elected a 
director of B & B Trailers Ltd following the acquisi- 
tion of the company’s share capital by Wrights’ Ropes 
Ltd. 

Mr Gordon Akester, F.c.a., has been appointed 
chairman, and Mr M. D. Frayne, Е.С.А., secretary of 
William Timpson Ltd. 

Mr К. Н. French, F.c.a., has been appointed to the 
board of Industrial Technics (Southampton) Ltd, 
following the acquisition of the share capital of the 
company by Dowding & Doll Ltd. 

Mr W. M. Lowe, M.A., А.С.А., secretary of Donald 
Macpherson & Co Ltd, has been elected a director of 
the company. 

Mr Norman S. Fosh, a.c.a., has been appointed a 
director of Lombank Ltd. 

Mr E. S. Newson, Е.З.А.А., has been appointed to 
the boards of Bancroft Mines Ltd, Nchanga Consoli- 
dated Copper Mines Ltd, Rhodesia Copper Refineries 
Ltd, Rhodesia Broken Hill Development Co Ltd, and 
Rhokana Corporation Ltd. 

Lord Latham, Е.А.С.С.А., Е.С.1.8., has joined the board 
of the Anne Shaw Organization Ltd, management 
consultants. 
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Mr James H. Brown, C.A, has been appointed 
secretary of Scottish Bank Insurance & Trust Shares 
Ltd, and Scottish Industries Unit Trust (Management) 
Ltd. 

Mr J. Elliot, c.4., has been appointed a director of 
Firth-Vickers Stainless Steels Ltd. 


COMPANY LAW COMMITTEE EVIDENCE 


The Company Law Committee under the chairman- 
ship of Lord Jenkins, began taking oral evidence on 
September 23rd. The minutes of evidence taken on that 
day, together with the memoranda of the witnesses 
concerned, was published last Wednesday. The 
witnesses heard on the first day were: Mr Harold 
Wincott of The Investors’ Chronicle; representatives of | 
Courtaulds Ltd, and Mr Gordon Newton of The 
Financial Times. 

Copies of the minutes may be obtained from H.M” 
Stationery Office, Kingsway, London, WC2, and 
branches, price 4s (by post 4s 4d). Minutes of evi- 
dence taken at subsequent meetings will be published 
as soon as they are ready. 


DOUBLE TAXATION: SWEDEN 


The double taxation convention relating to duties on 
the estates of deceased persons, and the revised double 
taxation convention relating to taxes on income (to 
replace the convention signed on March 3oth, 1949), 
between the United Kingdom and Sweden, which were 
signed on July 28th, were published last Tuesday as 
schedules to draft Orders in Council. 


| 
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ACCOUNTANTS OF SCOTLAND 
Lady Members’ First Dinner 

The first dinner to be held by lady members of Тһе 
Institute of Chartered Accountants of Scotland, took 
place at the Epicure Restaurant, Edinburgh, on 
November 4th. Miss Helen M. Somerville, c.A., J-P., of 
Edinburgh, presided and thirty-four women members  . 
of the Institute were present. Mr Alexander McKellar, | 
C.A., President of the Institute, together with Mr 
Graham A. Usher, M.B.E., T.D., C.A., Vice-President, 
and the Secretary of the Institute, Mr E. H. V. 
McDougall, attended as guests. 

Miss Somerville proposed the toast of “The Institute : 
of Chartered Accountants of Scotland’ to which the 
President replied. The toast of "The Lady Members’ 
was proposed by the Vice-President, to which Miss 
Margaret Wilson, c.a., replied. Other speakers were 
Miss E. M. Laburn, c.a., of Dundee and Miss J. M. 
Buist, M.A.(EDIN.), C.A., of Edinburgh. 

Of the 6,733 members of the Institute about 150 аге «а 
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women. The first woman member, Mrs I. C. Lochhead, 
C.A., of Sandwich, Kent, who was admitted a member 
of the former Institute of Accountants and Actuaries 
in Glasgow in 1923, was unfortunately unable to be 
-.present. Miss Somerville is the second senior woman 
member, being admitted to the former Society of 
Accountants in Edinburgh in 1925. 
It is hoped that another dinner will be held next 
year, in Glasgow. 


STOKE-ON-TRENT CHARTERED 
ACCOUNTANTS’ BRANCH 


Annual General Meeting 


At the recent annual general meeting of the Stoke-on- 
Trent Area Branch of the Birmingham and District 
Society of Chartered Accountants, the following 
officers were elected for the year 1960-61: 


Chairman: Mr E. Buxton, F.C.A. 

Immediate Past-Chairman: Mr C. C. Bullock, тр., J.P., 
F.C.A. 

(‘qm Founder Chairmen: Ме Е. W. Carder, F.c.a., and Mr 
Е. С. Nicholas, Е.С.А. 

Vice-Chairman: Mr C. Malkin, r.c.A. 

Hon. Secretary: Mr N. E. Dunning, F.c.a., 17 Albion 
Street, Hanley, Stoke-on-Trent. 

Hon, Treasurer: Mr Е. W. Carder, jun., T.D., F.C.A. 

Hon. Librarian: Mr A. B. Snow, F.C.A. 

Hon. Auditor: Mr С. B. Bennett, F.c.a. 

Committee: Messrs C. W. Blagg, F.c.a.; R. R. Gowar, 
F.C.A.; C. J. Peyton, F.c.a.; Н. Poole, F.c.a.; E. О. Toft, 
F.C.A.; А, Tucker-Feltham, Е.С.А.; S. R. Woodgett, 
Е.С.А. 


THE DUBLIN SOCIETY OF CHARTERED 
ACCOUNTANTS 


Mr Erskine Childers, Minister for Transport and 
Power, will speak on ‘Internal transport’, at a meeting 
„of The Dublin Society of Chartered Accountants to 
| be held on November 16th, at 1 p.m. Among other 
^ meetings arranged by the Society are: 
November 24th, 6 p.m.: ‘London discount market’, by 
Mr Ralph Snagge. 
December 14th, 6 p.m.: ‘Labour relations’, by Mr John 
O'Brien. 
January 9th, 1961, 6 p.m.: Income tax forum on P.A.Y.E. 
problems etc. 
January 19th, 9 p.m.: Annual dance — The Gresham Hotel. 
February r4th, r p.m.: Luncheon meeting, ‘Olympic 
Games’, by Lord Killanin. 
March r5th, 6 p.m.: ‘Fraud and the auditor’, by Mr 
W. E. Parker, C.B.E., F.C.A. 
March 29th, 6 p.m.: "Ihe classification and coding of 
accounts', by Mr Kenneth S. Most, LL.B., F.C.A. 
May sth, 7 p.m.: Annual dinner — Industrial and Ad- 
ministrative Group. 
May 27th-29th: Institute Golf Meeting — Rosse's Point. 
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Students’ Group 


'The following meetings are among those which have 
been arranged for the Students’ Group; 

November 23rd, 2 p.m.: Punched-card accounting 
demonstration. 

January 26th, 1961, 5.45 p.m.: "Management of expand- 
ing industry’, by Mr M. Rigby-Jones, Irish Manage- 
ment Institute. 

February 9th, 5.45 p.m.: ‘Finance Act, 1959’, by Mr J. 
Charleton. 

February-23rd, 5.45 p.m.: ‘Productivity and automation’, 
by Mr Fintan Kennedy. 

March 9th, 5.45 p.m.: “The role of the chartered account- 
ant in industrial consultancy’, by Mr W. Marshall, 
A.C.A. 

April r3th, 5.45 p.m.: ‘P.A.Y.E. in practice’, by Mr 
Kevin O'Reilly, A.C.A. 


THE INSTITUTE OF INTERNAL AUDITORS 
Yorkshire Chapter 


The next meeting of the Yorkshire Chapter of The 
Institute of Internal Auditors will be held on No- 
vember 22nd, at the National Coal Board, Newton Hill, 
Wakefield. Mr J. О. Davies, F.C.A., A.C.W.A., chief 
internal auditor, National Coal Board and European 
Regional Director of the Institute, will give an address 
on “The audit report’. The honorary secretary of the 
Chapter is Mr J. Coates, divisional internal auditor, 
Shell-Mex & B.P. Ltd, Shell-BP House, Eastgate, 
Leeds, 2. 


LOCAL AUTHORITY HOUSING 


Costing of Management and Maintenance 
| Contributions 


The Minister of Housing and Local Government has 
appointed a working party of departmental officers 
and local authority officers to study and report on the 
techniques of costing of management and maintenance 
of local authority housing. 

At the first meeting held on October 27th, it was 
decided to approach the interested professional 
organizations to invite their assistance in the review. 
Among the members of the working party are: Mr 
D. A. Hogg, F.s.A.A., ЕЛ.М.Т.А., borough treasurer, 
Hammersmith; Mr К. Hyde, F.S.A.A., A.LM.T.A., 
assistant comptroller, Londen County Council; Mr 
C. H. Pollard, с.В.Е., F.S.A.A., F.I.M.T.A., City treasurer, 
Kingston upon Hull; Mr A. W. Reoch, A.A.C.C.A., 
F.LM.T.A., treasurer, Llantrisant and Llantwit Fardre 
R.D.C., and Mr V. M. A. Тау, F.1.M.T.A., A.C.LS., 
treasurer, Dorking R.D.C. 
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THE ASSOCIATION OF SUPERANNUATION 
AND PENSION FUNDS 
Autumn Conference 
The autumn conference of The Association of 
Superannuation and Pension Funds will be held on 
November 22nd at the Connaught Rooms, Great 
Queen Street, London, WC2. 

The conference will open with an address оу Mr 
J. Н. Gunlake, СВЕ., F.LA., F.S.S., F.LS., President 
of The Institute of Actuaries, entitled ‘Surplus or 
deficit?? Comments on the investment aspect of the 
problem will be given by Mr С. Н. Ross Gooby, J.P., 
БА. #.8.8., Р.1.5., and the conference will conclude 
with a paper on ‘Controlled funding’, by Mr R. W. 
Thirkell, F.r.A. : 


OFFICE APPLIANCE AND BUSINESS 
EQUIPMENT TRADES ASSOCIATION 
The annual meeting of the Office Appliance and 
Business Equipment 'T'rades Association was held in 
the Connaught Rooms, London, WC2, on October 31st, 
when Mr E. F. Lewis (Block & Anderson Ltd) was 
elected president for 1960-61, and Mr E. R. 'Thomas, 
(Elliott Addressing Machines Ltd) was elected vice- 

president. 


CHARTERED ACCOUNTANTS’ HOCKEY 
CLUB 

The Chartered Accountants’ Hockey Club has now 
entered its twelfth season and fourteen matches have 
been arranged either for members or articled clerks 
until August gth, 1961. Any members or articled 
clerks who are interested in becoming members should 
apply to the hon. secretary, Mr C. О. Merriman, F.C.A., 
3 Frederick's Place, Old Jewry, London, EC2, who 
will be pleased to provide full details. 


CONTRACTING OUT 
The directors of the H.P. Sauce Ltd group of 
companies have decided to contract out of the new 
Graduated Pension Scheme in respect of the great 
majority of their male employees. The group already 
operates a generous pension and life assurance scheme 
Covering the employees who are to be contracted out. 


THE ACCOUNTANT BY AIR 

'The advantages of keeping completely up to date are 
obvious. Overseas readers of The Accountant may 
receive their copies of each week's issue within a few 
days of publication by subscribing for the airmail 
edition printed on special thin paper of high quality. 
The subscription for the airmail edition is £6 15s od 
a year, including additional postage, irrespective of 
the country to which copies are sent. 

Overseas readers who are interested in receiving 
the airmail edition, or anyone who may wish to send 
The Accountant to relatives or friends overseas, should 
write to Gee & Co (Publishers) Ltd, 27-28 Basinghall 
Street, London, EC2, England. 
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THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF LONDON 


The following meetings of the London Students’ 


Society will be held during next week: a 


Monday, 5.30 p.m., at the Institute, Moorgate Place, 
EC2: Lecture on ‘Finance for an industry’, by Lieut.- 
Comdr. L. A. Мише, R.N. (Retd.). Chairman: Mr 
A. C. E. Higgens, a.c.a. (member of the Committee 
of the Students' Society). 

Tuesday: Visit to The Royal Mint (limited number). 

5.30 p.m., at the Institute: Meeting for newly- 
qualified members. 

6 p.m., at the Institute: Speakers’ course practice 
debate with commentary by Miss H. N. Taylor 
(Principal, Abbey School for Speakers). Motion: 
*Britain's future lies with Europe rather than with the 
Commonwealth'. 

Wednesday, 6 p.m.: Lecture and demonstration of 
National Accounting Machines (limited number). 

Thursday, 5.15 p.m., at the Institute: Introductory 
course lecture on ‘Company law’, by Mr P. W. Medd 
(Barrister-at-law). 

7.15 p.m, at Reading: Lecture on ‘Negotiable 
instruments’, by Dr C. R. Curtis, M.SC., PH.D., F.C. 
Friday, 5.15 p.m., at the Institute: Introductory course 

lectures on *Audit practice and methods', by Mr W. K. 
Wells, B.A., F.C.A. (Hon. treasurer of the Students’ 
Society) and "The law of banking’, by Mr P. W. Medd 

(Barrister-at-law). 


The London Articled Clerk's Diary for 1961 may 
now be bought at the library (price 3s 6d, by post 45). 
































SEVENTY-FIVE YEARS AGO 
From The Accountant or NOVEMBER 14th, 1885 
A Weekly Note 


THE announcement in our last issue that the 
Council had unanimously resolved that it was 
desirable in the interests of the profession to hold 
a meeting of the members in some provincial 
town will have been read with interest and 
pleasure by accountants generally. We have 
repeatedly urged the desirability of the step now 
decided on, and although the resolution only goes 
to the extent of holding a meeting next year, it is 
to be hoped that the success of the experiment 
will ensure its being made a permanent feature in 
the arrangements of the Institute. It should be 
welcomed also as a great step towards the holding 
of general periodical meetings, at which import- 
ant and useful discussions on points of practice 
may be held, and papers thereon delivered. We 
shall, indeed, look forward to this provincial 
meeting for an expression of opinion on some of 
the matters which have often been drawn atten- 
tion to in these columns as worthy of the con- 
sideration of accountants. 
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New Thoughts on Stock 


Valuation 


N June 1945, the Council of The Institute of Chartered 
Е: in England and Wales published its views – No. 
10 of the series of Recommendations on Accounting Principles 
—on the valuation of stock-in-trade. Measured as it appears 
in the Members Handbook, the recommendation runs to four 
pages. It defines the bases usually adopted in practice for ascertain- 
ing cost, sets out the two common interpretations of market value 
and then recommends that the basis of valuation for stock-in- 
trade should normally be the lower of cost or market value, adding 
certain riders as to how these should be calculated and compared. 
The Council has now issued a new recommendation with the 
title Treatment of Stock-in-trade and Work in Progress in Financial 
Accounts which we have pleasure in reproducing in this issue. 
It is No. 22 in the series and is intended to replace Recommenda- 
tion xo. In the Members’ Handbook it will occupy eleven pages, 
so it is evident that the Council deals much more exhaustively 
with the subject than it attempted to do fifteen years ago. In 
particular, the treatment of overhead expenditure and the degree, 
if any, to which it should be included as an element of cost in 
computing stock values is considered at some length and the long- 
recognized phrase ‘market value’, it is suggested, should be 
jettisoned for one of two or three more explicit alternatives. 

The Council begins its observations with a cautionary paragraph 
about the diversity of types of business, even within a particular 
trade or industry, and the importance of selecting a basis of stock 
valuation appropriate to the individual undertaking. It also 
emphasizes, as it did in Recommendation ro, the need for main- 
taining the same basis so as to establish a true and fair view of 
results over a long succession of trading periods. The elements 
of cost are next briefly defined and then follows the long, new and 
important section on the treatment of overhead expenditure. 

Overheads, as is generally known, fall into four groups ~ 
(а) production expenses, (b) administration expenses, (c) selling 
expenses, and (d) finance charges. Each of these, in turn, may be 
subdivided into ‘fixed overheads’ and ‘variable overheads’. It is 
generally agreed that neither (c) nor (d) should be taken into 
account when computing stock values, as they are not expenses 
incurred in ‘the bringing of stock to its existing condition and 
location’. The real difficulty which directors and accountants 
experience is in deciding how much, if any, of the production and 
administration expenses should be added to the quantum of direct 
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cost. To clarify the premises of the problem for 
members — should they not already have im- 
mutably made up their minds on the solution to 
it — the Council helpfully itemizes what in some 
instances is done in practice and then lists the 
considerations which have to be weighed. These 
include – the nature and stage of development 
of the business; whether the levels of production 
and sales are stable or show material fluctuations; 
the consequences of any interruption to or 
curtailment of production because of abnormal 
circumstances such as a fire or a strike; the risk 
in a highly competitive market of realizing stocks 
at a loss; the special cases of companies with 
slowly maturing stocks or long-term contracts; 
and the extent of the variations in fixed or stand- 
ing charges. 

As well as determining the constituents of the 
cost of stock-in-trade, the method of computation 
must also be carefully decided and it is after 
enumerating the principal of these that the new 
recommendation parts company from the old. 
Recommendation Іо stated that the basis of 


valuation for stock-in-trade should normally. 


be the lower of cost or market value. Recom- 
mendation 22 affirms that *market value' does not 
indicate whether it implies ‘net realizable value’ 
or 'replacement price' and can therefore no 


Succession and 


HE advocates of a current year basis of 
| income tax assessment on trades and 
professions frequently point out the 
difficulties and anomalies which arise from the 
complicated provisions dealing with ‘commence- 
ment and cessation’. Where a trade is ‘permanently 
discontinued’, Section 130 of the Income Tax 
Act, 1952, provides for certain adjustments, 
under which it usually happens that profits of 
some period are never reflected in any assessment 
at all. Where there is a ‘change in the persons 
engaged in carrying on' the trade then Section 19 
of the Finance Act, 1953, provides, broadly 
speaking, that the trade is to be treated as having 
been permanently discontinued and succeeded 
by a new trade, 
However, where the 'persons' are companies 
there is little difficulty in replacing one by another 
under the same control. This fact was greatly 


THE 
ACCOUNTANT 


November 19th, 1960 


longer be regarded as an appropriate description. 
Other casualties for the same reason are 'at or 
under cost’ and ‘as valued by the company’s 
officials’. 

The exact meaning and significance of the 
terms ‘net realizable value’ and ‘replacement 
value’ are examined by the Council and it is 
recommended that at each stocktaking for ac- 
counts purposes, estimates of these should be 
made and compared with the stock totals evalu- 
ated in the determined cost basis. By this means, 
a conservative and consistent stock figure and, in 
consequence, a more exact presentation of the 
trading results and financial position, may be 
achieved. Also, by using the appropriate descrip- 
tion in the accounts for the method of valuation 
adopted, any possible doubt in the minds of 
shareholders and others as to the interpretation ^ 
of true market value is removed. 

Once more, both the members of the Institute 
and accountants in general are indebted to the 
Council for the published outcome of its per- 
ceptive deliberations. Recommendation 22 has 
to be read more than once in order to extract the 
wealth of meaning implicit in it and it is certain 
that it will be referred to and quoted even more 
often than was its predecessor on the same 
subject. 


Discontinuance 


used in the cotton industry in the depression of 
1952 to engineer the application of Section 19 
with considerable benefit. Perhaps on the well- 
known principle of locking the stable door after 
the horse has been stolen, Parliament passed 
Section 17 of the Finance Act, 1954, which, 
broadly speaking, negatives the application of 
Section 19 of the 1953 Act, where there is a 
certain amount of common ownership between 
two companies. These two sections were described 
by Mr Јозттсе DANCKWERTS in the recent case of 
Aviation & Shipping Co Lid v. Murray as ‘a 
terrifying maze’. / 

This company had a subsidiary, Ascot Shipping 
Co Ltd, which in December 1954 had two coal- 
burning tramps each of about 7,000 tons, called 
the Avisvale and the Avismoat. It sold them 
both to its parent, the appellant company, on 
December 30th, 1954, after which its sole asset 
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consisted of a debt of £144,000 from the parent 
which was to be cancelled out by a dividend paid 
by Ascot to the parent. 

--~ The parent company sold one of the ships on 
February 15th, 1955, and the other on March 
14th, 1955, to foreign purchasers unconnected 
with it. Subsequently it acquired three diesel 
ships, one being in replacement of one of its own 
ships. The two companies had a common 
chairman and his company was manager of the 
ships of both companies. 

The appellant claimed that it succeeded to 
Ascot's trade in December 1954, but that such 
trade was permanently discontinued on March 
14th, 1955, and accordingly that the cessation 
provisions applied to the profits earned by such 
trade. The Revenue contended that, when the 

“appellant succeeded to the Ascot business in 
December 1954, such business was merged in its 
own existing shipowning business, and that when 


the two ships were sold this constituted the 


cessation of only part of the business, so that the 
cessation provisions did not apply. The Special 
Commissioners found in favour of the Revenue. 
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Allowing the company’s appeal, his lordship 
said that it was common ground that the Special 
Commissioners’ finding of a succession to Ascot’s 
trade on December 30th, 1954, was correct. It 
seemed to be a necessary hypothesis to that 
finding that Ascot’s trade continued after 
December 30th, 1954, as a separate trade. When 
the successor company sold the two ships and 
acquired new ones the charterers released the old 
ships and took time charters on the new ones. 
Now all that the appellant company had acquired 
from Ascot was two ships with no goodwill. 
When those two ships were sold, Ascot's trade 
came to an end. 

The decision illustrates the difficulty of fitting 
in the widespread practice of trading through 
groups of companies with a system of tax 
legislation which, despite express provisions for 
groups, is still fundamentally based on the idea 
that only individuals trade, and that when they 
trade in concert they do so as partnerships. 
Another difficulty arises from vagueness of such 
concepts as separate trades carried on by the same 
person. 


Rethinking the Industrial Unit 


d 


Two Experiments in Industrial Organization Examined 


И by A. Н. BOULTON, LL.B., F.C.I.S. 


FEW months ago it was my privilege to 
Az to this journal an article under 
the title "The twilight of the shareholder'!, 
the purpose of which was to draw attention to the 
gulf which exists between theory and practice in 
the administration of the large company of today; 
the point of the title was that the theoretical 
democratic control of companies by shareholders 
does not really correspond with the facts, that the 
vast majority of*shareholders are too apathetic to 
attend meetings and that there is in practice no 
incentive for them to do so, since all the real 
decisions are taken in advance. 

The article argued that most of our large 
companies work pretty well, not because of the 
theory of their control but in spite of it. At the 
conclusion of the article I permitted myself to 
wander into idealism and to mention the possi- 
bility of a company constitution that recognized 
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the multiple moral responsibilities of manage- 
ment — to shareholders, employees, customers and 
the public. 

Now I shall endeavour to answer the question 
whether any companies have in fact achieved such 
a constitution. As I briefly indicated in the earlier 
article, two at least have done so. These two, 
contrasting in many ways, will serve as examples, 
illustrating some of the logic and practicability of 
the concept of multiple responsibility, and also 
helping the practical reformer to visualize some 
of the problems which attend the task of giving a 
local habitation and a name to a vision intrinsic- 
ally Utopian. The two are, respectively, the 
Zeiss Foundation, as it existed in Germany from 
1896 to 1946, and the Scott Bader Common- 
wealth as it exists in England today. 

The two ventures present this common origin, 
that they were formerly family businesses and . 
that their owners, in setting them upon their 
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subsequent courses, performed an act of practical 
idealism involving the surrender of a good deal 
of personal power and the renunciation of wealth 
and privilege. 


Commemorative Foundation 


Apart from that common origin they present a 
wide contrast. Zeiss was from the beginning a 
Stiftung and not an A.G. or G.m.b.H. which 
correspond broadly to our public and private 
companies, respectively. There is no exact 
parallel in England to the Stiftung, the equivalent 
to which in English has been suggested as ‘com- 
memorative foundation' Probably the reason 
why the form has not emerged as a legal entity 
with us is that the result can be obtained through 
the distinctively English form of the trust. The 
Bader companies, however, use the normal 
company form. Zeiss was large, at one time 
employing 7,000 people. The Bader venture is 
not only small, but is pledged to remain so, 
limiting its employee population to 250. The 
Zeiss idea sprang from the nineteenth century, 
the Bader from the second half of the twentieth. 

The optical instrument business of Zeiss was 
already old established when, in 1896, it sub- 
stantially belonged to Dr Ernst Abbé. In that 
year, Abbé virtually renounced his ownership, 
reserving to himself only the pension rights to 
which he was already entitled by virtue of his 
service, and in place of his ownership created 
the Stiftung or Foundation. Its constitution, 
which he himself designed, was slightly amended 
about ten years later in the light of experience, 
but otherwise remained substantially unchanged 
for half a century. In the course of that period it 
survived two world wars, the revolution of 1918 
and the Nazi madness. That it could have done 
so is unimpeachable testimony to its essential 
soundness. 

The Zeiss Foundation was alegal person, capable 
of owning property but owned by no one. There 
were no shareholders. Its supreme direction was 
in the hands of a ‘special board’ whose functions, 
limited to matters of overall policy, were exercised 
by the State Government of the Grand Duchy of 
Saxe-Weimar. The individual factories and 
departments were controlled by small ‘boards of 
management’, which, for all the normal affairs of 
those businesses, were completely autonomous. 

These boards, originally appointed under the 
statute creating the Foundation, became self- 
perpetuating organs of management, filling their 
own vacancies as they arose, subject to the overall 
approval of the special board. Whilst this special 
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board could disallow an appointment, it could not 
appoint a person unacceptable to the remaining 
members of a board; it could not coerce. Between 
the special board and the boards of management | 
stood a permanent official, the ‘deputy’, who ~ 
acted as intermediary, as arbiter in the case of 
disagreements on the boards of management, and 
generally as elder statesmen in the councils of the 
Foundation. 

The constitution imposed an arithmetical 
relationship between the highest and the lowest 
salaries to be paid in the Foundation. The highest 
annual income was not to exceed ten times the 
average remuneration of the adult male workman 
in the undertaking. It is interesting to note that 
this relationship is not far different from that 
which has emerged through half a century of 
economic evolution and struggle in this country, 
where the average adult male workman earns , 
from {£600 to £700 per annum and the managing | 
director may well receive £6,000 to £7,000, But 
in 1896 the relative differentials were customarily - 
much greater. Tying together the maximum and 
minimum underlined the community of interest 
in a way that no amount of exhortation would be 
likely to do. 


No Shareholders 


There were no shareholders, and if the 
Foundation needed capital which it could not 
find from its own reserves, it borrowed at 
normal rates of interest. No rights of ownership 
existed in the residual profits, and the method E 
dealing with these was laid down in the constitu- 
tion. At least one-half had to be placed to reserve, 
until the accumulated reserve funds reached a 
datum defined in terms of the calculable needs 
of the business. When that point was reached, 
not more than one-half could continue to be 
ploughed back until the funds had reached twice 
that datum. Thereafter no profits were to be 
ploughed back, but all profits disposed of in 
accordance with the constitution. 

Subject to these obligations to place to reserve, 
the beneficiaries were the City and the University 
of Jena, and, to a limited degree, the workpeople 
and staff of the Foundation itself. The actual 
distribution was a function of the special board, - 
which rendered its report to an honorary com^ 
mission of four persons. These were, respectively, 
a representative of the University, a trustee 
nominated by the University, a trustee appointed 
by the City of Jena, and the oldest active member 
of the boards of management. 

The constitution of the Foundation, in addition 
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THERE is no sounder foundation for any share portfolio 
than a holding in Unicorn Trust. Even the minimum 
purchase of 50 shares gives a widely spread interest in 
over 140 companies in Britain, the Commonwealth and 
all over the world. 

Unicorn offers multiple investment, so essential for 
safety, and simplifies it by providing 140 investments ~ 
in one single share certificate. Income is distributed 
half-yearly. 

The Unicorn record is excellent. Share prices can rise 
and fall, but Unicorn shares have shown capital appre- 
ciation of over 110% since the Trust started in Oct. 1957, 
with a gross annual yield of over 54%. 

From every point of view, Unicorn is an investment 
to be recommended for large and small investors alike. 


Unicorn is a highly successful Unit Trust (authorized by the Board 
of Trade) with over 35,700 shareholders. Trust assets exceed 
£7,800,000. . 

Price per share on November 15th, 1960: 6s 91d.. 

Estimated gross annual yield (before tax) £3 8s 8d per £100 invested, 
calculated in accordance with Board of Trade requirements. 


MANAGERS: 
Unicorn Securities Limited 
Member of the Association of Unit Trust Managers 
TRUSTEE? 
Lloyds Bank Limited 





UNICORN TRUST 


Full particulars from the share distributors of' Unicorn Trust 
DILLON WALKER & CO LTD, DEPT. CC16, 12-16 WATLING STREET, ECÁ 
or from all branches of Lloyds Bank Limited 
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to these elaborate financial provisions, constituted 
a charter for the employees, providing a measure 
of security in their tenure of office and an array 


„Of personal privileges which would have been 


virtually unmatched at the time, and perhaps may 
still be so. The privileges included — in 1896 — 
guaranteed wages with no reduction for short- 
time working, paid holidays, sick pay and free 
medical attendance, pensions up to 75 per cent of 
salary, compensation for loss of employment, 
and an unique right, originating in the civic 
consciousness of the founder, to receive at full 
pay any time necessary to perform duties 
consequent upon appointment to public office in 
the City of Jena. 

The Foundation endured for half a century. 
In the Nazi period it suffered some scars upon 
its liberal constitution, but otherwise survived 


|. without much damage. It became a victim of 


communism, however, despite the urgent appeals 
of its employees, who dearly wished to keep it in 
being. It is now a Volksiegener Betrieb or ‘people’s 
own business' integrated into the Communist 
State economy. But for the space of that half 
century it showed the world that it is possible for 
a business to exist, to grow and to prosper, 
exercising complete autonomy and with no 
shadow of State direction or bureaucracy, yet 
serving the community materially and spiritually. 
Its unsurpassed technical and scientific reputation 
all over the world and its healthy growth, 
together constitute an eloquent answer to the 
cynical pundits who are sure that idealism cannot 
work and that only the motive of personal profit 
can effectively inspire the direction of industry. 

Fortunately, though a casualty of the cold war, 
the Zeiss Foundation did not completely die. A 
number of its key workers have emigrated to 
Western Germany and around them the Zeiss 
business has been reconstituted, although the 
complete loss of the capital resources may have 
prevented the full expression of all the advanced 
concepts of Jena. 


'The Commonwealth Idea 


The Bader companies, to which reference has 
been made, constitute one such. Ernest Bader, 
with his wife, were the owners of a small but 
successful company manufacturing synthetic 
resins. Themselves social idealists and not 


ignorant of the great achievement of Abbe, the ` 


Baders decided about ten years ago to make the 
same kind of gesture as Abbe had done. Neces- 
sarily they worked within the structure of the 
limited company, but this provides a flexible 
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instrument, and they have brought into being a 
miniature ‘foundation’. 

They transferred go per cent of the shares of 
their company to a new company, which they 
called the ‘Scott Bader Commonwealth’. The 
remaining 10 per cent of the capital of the 
manufacturing company was retained in their 
own hands, but the constitution of the company 
was so changed that this ro per cent does not 
rank for dividend. It serves the purpose of 
keeping in their control certain voting rights for 
use only in specified circumstances. The board 
of the manufacturing company is so constructed 
as to preserve continuity of management in the 
hands of the Baders as long as they live, but with 
them in addition to technical directors are two 
directors nominated by the Commonwealth. 


Founders’ Idealism 


It is in the constitution of the Commonwealth 
that the idealism of the founders is expressed. 
Whilst it is a holding company in relation to the 
manufacturing and trading company, it is itself 
of the nature of a trust. All employees with two 
years’ service are encouraged (though not 
required) to become members. Its affairs are 
administered by a ‘council’ of twelve, nine being 
elected by secret ballot, two appointed by the 
board of the manufacturing company, and one 
co-opted — a prominent local personality being 
usually asked to serve in this capacity. 

The basic agreements require a substantial 
proportion of the profits of the manufacturing 
company to be ploughed back or used for pension 
fund purposes. The Commonwealth has the 
disposal of one-half of the remainder, which is 
devoted to charitable relief and educational 
purposes. The residue, about 10 per cent of the 
actual profits in recent years, is devoted to paying 
a bonus to employees. In the course of eight years, 
the Commonwealth has distributed £50,000 to 
charitable purposes. 

'These two contrasting examples possess an 
importance out of all proportion to their size and 
immediate influence, whether in pre-war Germany 
or post-war Britain. Whilst the vast sweep of 
industrial effort over the last century has been 
dominated either by the profit motive of entre- 
preneurs or the machinery of public ownership, 
they stand as reminders that, given the will, it is 
not beyond the wit of man, when supported by a 
measure of imaginative idealism, to find a way 
to combine some of the virtues of each; to remain 
independent and virile, and to serve the com- 
munity. 


THE 


638 


ACCOUNTANT 


November 19th, 1960 


The Institute of Chartered Accountants in England and Wales 
RECOMMENDATION ON ACCOUNTING PRINCIPLES, Мо. 22, 


Treatment of Stock-in-trade and Work in 
Progress in Financial Accounts 


The Council of The Institute of Chartered Accountants in England and Wales makes 

the following Recommendation to members of the Institute on the treatment of 

stock-in-trade and work in progress in the financial accounts of industrial and 

commercial enterprises. The Recommendation replaces Recommendation 10 and 

it is hoped that it will be helpful to members in advising, in appropriate cases, as 
to the best practice. 


mercial undertakings few matters require more 

careful consideration than the amount to be 
attributed to stock-in-trade and work in progress. 
Circumstances vary so widely that no one basis of 
arriving at the amount is suitable for all types of 
business nor even for all undertakings within a par- 
ticular trade or industry. Unless the basis adopted is 
appropriate to the circumstances of the particular 
undertaking and used consistently from period to 
period, the accounts will not give a true and fair 
view either of the state of affairs of the undertaking 
as on the balance sheet date or of the trend of its 
trading results from period to period. The need to 
give a true and fair view is the overriding considera- 
tion applicable in all circumstances. 

(2) In order to arrive at the amount to be carried 
forward, as on the balance sheet date, for stock-in- 
trade and work in progress it is necessary to ascertain 
(from stocktaking at the end of the period or from 
stock records maintained and verified during the 
period) the quantities on hand and to make a proper 
calculation of the amount. It cannot be emphasized 
too strongly that all stocks belonging to the business 
should be taken into account, whatever their location 
or nature. This Recommendation does not deal 
with the methods of ascertaining the quantities on 
hand but is confined to an examination of the factors 
to be considered when computing the amount. 
The word ‘stock’ is used hereafter to embrace stock- 
in-trade and work in progress. 


NORMAL BASIS 


(3) The basis normally used for the determination 
of the amount to be carried forward for stock is its 
cost less any part thereof which properly needs to 
be written off at the balance sheet date. It is in com- 
puting cost and the amount, if any, to be written off 
that practical difficulties arise. 


Gost 


I the financial accounts of industrial and com- 


Elements of cost 
(4) The elements making up the cost of stock are: 


(a) direct expenditure on the purchase of goods 
bought for resale, and of materials and com- 
ponents used in the manufacture of finished 
goods 

(b) other direct expenditure which can be identified 
specifically as having been incurred in acquir- 
ing the stock or bringing it to its existing 
condition and location; examples are direct 
labour, transport, processing and packaging 

(c) such part, if any, of the overhead expenditure 
as is properly carried forward in the circum- 
stances of the business instead of being charged 
against the revenue of the period in which it 
was incurred. 


Treatment of overhead expenditure 


(5) Before deciding upon the method by which to 
compute 'cost' it is necessary to consider to what 
extent, if at all, the inclusion of overhead expenditure 
is appropriate to the particular business. 

(6) Overhead expenditure may be divided into 
(а) production expenses such as factory rent, rates, 
depreciation, insurance and supervision, and other 
indirect expenses of acquiring and producing stock; 
(5) administration expenses not attributable directly 
to the acquisition or production of stock or the bring- 
ing of it to a saleable condition and location; (с) 
selling expenses; (d) finance charges. Another classifi- 
cation (which can be applied also to each of the 
foregoing divisions) is to distinguish between 'fixed 
overheads', that is to say standing charges such as 
rent and rates which accrue and expire wholly or 
largely on a time basis, and 'variable overheads', 
which vary in a greater or lesser degree with the 
level of activity of the undertaking or of the depart- 
ment concerned but are not so closely associated 
with production or the volume of production as to 
be classed as direct expenditure. 

(7) Opinions differ on the extent to which over- 
head expenditure should be included in computing 
the cost of stock, though it is generally agreed that 
it cannot properly include selling and finance and 
other expenses which do not relate to the bringing 
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of stock to its existing condition and location. The 
following are some practices which reflect the differ- 
ing views on this matter: 


(a) in some businesses no overhead expenditure is 
included as an element in determining the cost 
of stock which is to be carried forward 


(4) in others only the ‘marginal’ cost of unsold 
stock is included, that is to say that part of 
the cost of production of the period which 
has been incurred only because the stock 
remaining on hand was acquired or produced; 
all other expenses, including depreciation, are 
dealt with as revenue charges of the period for 
which they are incurred, the ground being 
that they arise irrespective of the quantity of 
stock which remains on hand at the end of 
the period and therefore are not an element in 
its cost 


(c) in other businesses an appropriate proportion 
of the overhead expenditure relevant to the 
period of production is included on the ground 
that for the purpose of financial accounting 
any expense, whatever its characteristics, which 
is related even though indirectly to the acquisi- 
tion or production of goods ought to be in- 
cluded in the cost of those goods and ought 
not to be charged against revenue until they 
are sold; an ‘appropriate proportion’ is deter- 
mined by reference to a normal level of 
activity. 

(8) These differing views about the inclusion of 
overhead expenditure may be very important in their 
effect upon the amounts carried forward for stock 
and upon the profits disclosed in the accounts. No 

-one method of dealing with overhead expenditure 
às suitable for all businesses. The method selected by 
the management needs to be clearly defined and 
must have regard to the nature and circumstances of 
the business so as to ensure that the trend of the 
trading results will be shown fairly. Once the method 
has been selected it needs to be used consistently 
from period to period regardless of the amount of 
profits available or losses sustained. A change of 
method is appropriate only if there is a change in the 
relevant circumstances of the business. If material, 
the effect of a change of method would need to be 
disclosed in the accounts. 


(9) In selecting a method of dealing with overhead 
expenditure the following are among the considera- 
tions which arise: 


2 (a) The nature of the business 


In deciding whether to include a proportion 
of the overheads as expenditure on stock and 
also in deciding which elements of expense 
may properly be included for that purpose, it 
is necessary to have regard to the nature and 
the stage of development of the business, par- 
ticularly factors such as the length of the pro- 
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duction period, the probability of fluctuations 
in the level of. production or the volume of 
sales, the risk of selling campaigns by com- 
petitors at reduced prices and the extent to 
which production is undertaken only to a 
customer's order or ‘for stock’ in expectation 
of sales. At one extreme a business may operate 
at widely differing levels of production and 
produce goods in quantity in a highly competi- 
tive and sensitive market; at the other extreme, 
a business may be engaged on a long-term single 
project contract such as building a ship, a 
bridge, a road or a heavy engineering in- 
stallation. | 


(b) The levels of production and sales 


Where the levels of production and sales are 
relatively stable and production and sales are 
kept in balance the inclusion of overhead. 
expenditure in the amount attributed to stock 
may have little impact upon the incidence of 
profits as between the accounts of one period. 
and those of another. Where however the 
levels are subject to material fluctuation and 
are not kept in balance it may be decided to 
exclude these expenses from stock on the 
ground that as they would be incurred what- 
ever the levels of production or sales their 
inclusion in stock has the effect of relieving the 
profit and loss account in the period when 
they are incurred of expenses which it should 
fairly bear and of charging these expenses in a 
later period to which they do not properly 
relate. 


(с) Interruption or other exceptional curtailment of 


production 


If overhead expenditure is included in the 
amount attributed to stock an adjustment will 
be necessary in the event of disruption in 
production by events such as a strike, a fire, 
an abnormal falling off in orders, or temporary 
difficulties in obtaining materials, with the 
result that the volume of production is ab- 
normally or unexpectedly low. In such circum- 
stances the amount included in respect of 
overhead expenditure ought not to exceed an 
appropriate proportion on the basis of normal 
activity (see paragraph 7 (c)), the excess being 
treated as a charge against revenue in the 
period in which the expenditure was incurred. 
If the overhead expenditure is not related in 
this way to the normal, instead of the actual, 
level of production the effect may be to carry 
forward an excessive part of the expenditure 
of the period in which the disruption occurred. 
The profit and loss account of that period 
would thereby be relieved of charges which it 
ought to include and it would fail to reflect 
the adverse effects of the disruption during 
that period. 
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(d) The risks of realization at a loss 


In businesses which are highly competitive or 
have a sensitive market for their products, 
overhead expenditure may properly be omitted 
in order to avoid carrying forward expenditure 
which may prove irrecoverable. Examples are 
businesses dealing in ‘fashion’ goods or those 
of a speciality character where the public taste 
may change quickly with the result that stocks 
can be realized only at a Joss; businesses whose 
competitors may launch selling campaigns at 
short notice to get rid of stocks at reduced 
prices, sometimes at no more than the cost of 
the material and direct manufacturing expendi- 
ture; and businesses where new methods of 
production or improved designs may render 
existing stocks obsolete. 


(e) Maturing stocks 


In businesses which mature large stocks over 
long periods (for example, whisky, wine, 
timber) it is usual to exclude fixed overheads in 
order to avoid carrying forward large and 
increasing amounts of time-expired expendi- 
ture the recovery of which in the ultimate 
selling price is uncertain. 


(f) Long-term contracts 


In businesses which undertake contracts ex- 
tending over a period of years the normal 
tendency is to include overhead expenditure in 
work in progress except where it is considered 
to be irrecoverable. If overheads are not in- 
cluded in work in progress on such contracts 
the accounts for the early years may indicate 
losses, followed by unduly large profits in the 
years when the contracts are completed. This 
would be a wholly unrealistic presentation in 
relation to a contract showing a normal profit. 
The distinction between businesses of this 
type and those referred to in (e) above is that 
in a business with firm contracts the prices are 
normally known or can be calculated whereas 
in a business with maturing stocks the ultimate 
price at which unsold stocks will be realized 
in the ordinary course of business is unknown 
and uncertain, 


(g) The extent of the variation in fixed or standing 
charges 
'The less the fixed or standing charges vary in 
amount with variations in the volume of out- 
put, and the more they accrue on a purely time 
basis, the greater is the justification for their 
exclusion. 


(1o) After weighing all relevant considerations it is 
necessary to decide whether and if so to what extent 
overhead expenditure should be included. In this 
connection members are reminded of the Council 
publication entitled Notes on the Allocation of 
Expense. 


THE 
ACCOUNTANT 


November 19th, 1960 


Methods of computation of cost 


(11) Apart from the variations which occur in 
calculating the amount to be attributed to each of 
the elements of cost there are various methods of 
computing cost. In a small business one method 
only will normally be used but in a large composite 
business carrying on a variety of activities different 
methods may be used for different activities; once 
selected however the methods should be applied 
consistently to those activities from period to period. 
The following are the principal methods: 


(а) ‘Unit’ cost 
The total cost of stock is computed by aggre- 
gating the individual costs of each article, 
batch, parcel or other unit. The method is not 
always capable of application, either because 
the individual units lose their identity (notably 
where stocks are bulked or pass through a 
number of processes) or because it would 
involve undue expense or complexity to keep 
individual records of cost particularly where 
these necessitate allocations of expense. 

(b) ‘First in, first out? 

Cost is computed on the assumption that goods 

sold or consumed are those which have been 

longest on hand and that those remaining in 

stock represent the latest purchases or pro- 

duction. 


ме 


‘Average’ cost 


Cost is computed by averaging the amount at 
which stock is brought forward at the beginning 
of a period with the cost of stock acquired 
during the period; consumption in the period 
is then deducted at the average cost thus 
ascertained. The periodical rests for calculating 
the average are as frequent as the circum- 
stances and nature of the business require and 
permit. In times of rising price levels this 
method tends to give a lower amount than the 
cost of unsold stock ascertained on a ‘first in, 
first out’ basis and in times of falling prices a 
higher amount. 


‘Standard’ cost 


A predetermined or budgeted cost per unit is 
used. The method is particularly convenient 
where goods pass through a number of pro- 
cesses or are manufactured on mass production 
‘ines; but it will not result in a fair approxima- 
tion to actual cost unless there is a regular 
review of the standards with appropriate 
adjustment and revision where necessary. 


(c 


w 


(4) 


‘Adjusted selling price’ 


This method is used widely in retail businesses, 
The cost of stock is estimated by calculating 
it in the first instance at selling prices and then 
deducting an amount equal to the normal 


> 


THE 
November 19th, 1960 ACCOUNTANT xvi 





Already, thousands and thousands of 
Offafieonal Accounting Machine users 
such as these are right up-to-date — 
all set for prosperity :— 


-~ HAWKER AIRCRAFT LTD e ESSO PETROLEUM CO LTD 
PERCY JONES (TWINLOCK) LTD e MEREDITH & DREW LTD 
W. MELHUISH & ASSOCIATED COY'S LTD è RENTOKIL LTD 
CARTERS TESTED SEEDS LTD • TANNOY PRODUCTS LTD 
BRITISH OXYGEN RESEARCH & DEVELOPMENT LTD 
SIEMENS EDISON SWAN LTD e DANISH BACON CO LTD 
BRITISH INSULATED CALLENDER'S CABLES LTD 
RONSON PRODUCTS LTD • ED. SHARP & SONS LTD 
VENNER LTD • STANDARD TELEPHONE & CABLES LTD 
BRITISH AMERICAN TOBACCO CO LTD • CHIESMANS LTD 
VIDOR LTD • BOWATERS U.K. PULP & PAPER MILLS LTD 
POLYTECHNIC TOURING ASSOCIATION LTD • GALLAHER LTD 
UNILEVER LTD ¢ THE DE HAVILLAND AIRCRAFT CO LTD 
A. C. DELCO (GENERAL MOTORS) LTD • SAUNDERS ROE LTD 
REUTERS LTD • P & О STEAM NAVIGATION CO 
W. Т. HENLEY'S TELEGRAPH WORKS CO LTD • PETTERS LTD 
GYPROC PRODUCTS LTD e ELLIOTT BROS. (LONDON) LTD 
KELLOGG INTERNATIONAL CORPORATION e RAEL BROOK LTD 
MARKS & SPENCER LID • MACONOCHIE FOODS LTD 
С. C. WAKEFIELD & CO LTD (CASTROL) • MAPLE & CO LTD 
CABLE & WIRELESS CO LTD • COURAGE & BARCLAY LTD 
J, І. THORNYCROFT LTD • THE GENERAL ELECTRIC CO LTD 
METRO-GOLDWYN-MAYER PICTURES LTD e V. P. WINES LTD 
RONEO-NEOPOST LTD e DUNLOP RUBBER CO LTD 
B.S.A. LTD • BROOKE BOND & CO LTD • А. Е. REED & CO LTD 
UNITED RUM MERCHANTS LTD • BAYER PRODUCTS LTD 
SWIFT & SWALLOW LTD e COW AND GATE L'TD 
VAL DE TRAVERS ASPHALT CO LTD « J. LYONS & CO LTD 
BRAND & CO LTD « BRITISH ALUMINIUM CO LTD 
T. W, W. LTD (TELEVISION WALES & THE WEST) 


LARGE, MEDIUM OR SMALL? — Size makes no 
difference. National's unequalled range of machines 
provides the world's widest choice of made-to-measure 
systems for businesses of every size and kind. 





WITH EXPANSION AHEAD, : 
NOW IS THE TIME TO ACT. 


vx Now is the time to invite your near-at-hand 
NCR Systems Specialist to call on you. 
Confidential, explanatory talks, system surveys 
" and the submission of proposals imply 
absolutely no obligation — financial or otherwise. | 


PN With or without automatic tape or card-punching facility 





Just write or 'phone (Accounting Machine Division) 
The National Cash Register Company Ltd - 206-216 Marylebone Rd : London ММ · Tel: PAD 7070 
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EN | Ha | Irish Income Tax and 
MSTABLISHED IN LONDON IN 1805 | Corporation Profits Tax 


; by H. A. R. J. WILSON, FCA, 
Wm Brandt’s Sons and F. N. KELLY, ва, MCOMM, FCA 
& Co Ltd 


BANKERS 


Price 355 Post free U.K. 36s да 


NOW READY 
Financing of Exports & Imports | | Third supplement covering the 1960 Finance 
Documentary Collections Act. Price 2s 6d (2s od post free) 
Investment Management 
Foreign Exchange у STILL AVAILABLE 
Capital Issues First supplement covering the 1958 Finance 
Act. Price 5s (5s 3d post free). | 


WM BRANDTS Second supplement covering the two 1959 


EXECUTOR & TRUSTEE CO LTD Finance Acts and the new provisions concern- 
ing P.A.Y.E. Price ros (105 ба post free). 


86 Fenchurch Street London EC3 Н 
Telephone: Mansion House 6599 Telex: 28219 H.F. L. (Publishers) Ltd 


IO EARLHAM STREET, LONDON WC2 


Laudamus veteres, sed nostris utimur annis 


We praise the years of old, but make the most of our own- Ovid 


The table below sets out the amount of sum assured and bonuses in 1960 for a with 


profits policy of £1,000 according to the year in which the policy was started with the 
Society. 


Policy Original Endowment Assurance Whole Life Assurance 
effected sum 


in assured Claim Value in 1960 


1950 
1940 
1930 
1920 


THESE ARE ACTUAL RESULTS 
When clients ask about life assurance do you advise a policy with profits? If you do you 


` will find the record of bonuses of this old mutual society, founded in 1830, very interesting. 
Indeed, it is quite outstanding. 


THE NATIONAL MUTUAL LIFE ASSURANCE SOCIETY 
5 Bow Churchyard, (off Cheapside), London, E.C.4. City 5391 





THE 


November 19th, 1960 


margin of gross profit on such stocks. It should 
be appreciated that where the selling prices 
have been reduced the calculation will bring 
out cost only if appropriate allowance for price 
reductions is included in fixing the margin to 
be deducted; if no such allowance is made it 
may bring out amounts which approximate to 
replacement price as defined in paragraph (18). 
The calculations under this method may be 
made for individual items or groups of items 
or by departments, 


Reduction to Net Realizable Value 


(12) When the cost of the stock has been deter- 
mined it is then necessary to establish whether any 
portion of the outlay on stock is irrecoverable; to that 
extent a provision for the loss needs to be made. 
This calculation may be made either (i) by con- 
sidering each article separately or (ii) by grouping 
articles in categories having regard to their similarity 
or interchangeability or (iii) by considering the 
aggregate cost of the total stock in relation to its 
aggregate net realizable value. The third method 
involves setting foreseeable losses against expected 
but unrealized profits and would not normally be 
used in businesses which carry stocks which are 
large in relation to turnover. 


(13) The irrecoverable portion of the cost of the 
stock is the excess of its cost, as computed by the 
method of cost ascertainment which is deemed appro- 
priate for the business, over the net realizable value 
of the stock. ‘Net realizable value’ means the amount 
which it is estimated, as on the balance sheet date, 
will be realized from disposal of the stock in the 
ordinary course of business, either in its existing 
condition or as incorporated in the product normally 
sold, after allowing for all expenditure to be incurred 
on or before disposal. 


(14) ‘Net realizable value’ is estimated by taking 
account of all available information, including 
changes in selling prices since the balance sheet date, 
so far as the information is of assistance in deter- 
mining, as on the balance sheet date, the net realizable 
value of the stock in the ordinary course of business. 
This involves consideration of the prospects of dis- 
posal, having regard to the quantity and condition 
of the stock in relation to the expected demand 
(particular attention being given to obsolete or exces- 
sive stock) and to the expected effect, if any, on 
selling prices of any change which has taken place 
in buying prices of materials or goods. ` 

(15) In some circumstances the replacement price 
"of stock (as defined in paragraph (18)) may be con- 
sidered to be the best available guide to its net 

_ realizable value. 


Reduction to Replacement Price 


(16) In many businesses it is important to have 
regard to the price at which stock can be replaced if 
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such price is less than cost. The considerations. 
which lead to the use of replacement price include 
the following. 


(а) Uncertainty as to net realizable value 
Where the volume of stock carried is large in - 
_relation to turnover or there is a long period 
between the purchase of raw material and its 
conversion into and disposal as finished goods, 
selling prices current at the balance sheet date 
for the volume of orders then available may 
afford an unreliable guide to the prospective 
net realizable. value of the stock as a whole. 
Replacement price may be considered to be 
the best available guide for this purpose. 


(b) Selling prices based on current replacement prices 


In some businesses where selling prices are 
based on or reflect current replacement prices 
it may be considered that the trading results. 
of a subsequent period will be prejudiced if 
they are burdened with any amount for stock 
which exceeds its replacement price; where, 
this view is taken it is regarded as important 
in reporting the results of the activities of a 
period, as compared with those of its successor 
or predecessor, that the period in which a 
reduction in buying prices occurs should bear 
the diminution in profit rather than the period 
of disposal whose realizations will be adversely 
affected by the events of the previous period. 


(c) Recognition of uneconomic buying or production 


Skill in buying or efficiency in production are 
most important matters in many businesses; 
the inclusion of stock in the accounts on a 
replacement price basis (where lower than net 
realizable value and cost) may be considered 
to reflect inefficiency in these respects on the 
ground that it involves the writing down of 
stock by an amount which represents approxi- 
mately the result of misjudged buying or 
inefficient production. 


(17) Where the replacement price basis is adopted 
the stock is stated at the lowest of (a) cost, (b) net 
realizable value, (c) replacement price, with the 
effect that the profit and loss account is charged 
with any reductions necessitated by an excess of 
(a) over (5) or (c) as the case may be. 


(18) ‘Replacement price’ for this purpose means 
an estimate of the amount for which, in the ordinary 
course of business, the stock could have been 
acquired or produced either at the balance sheet 
date or during the latest period up to and including 
that date. In a manufacturing business this estimate 
would be based on the replacement price of the raw 
material content plus other costs of the undertaking 
which are relevant to the condition of the stock on 
the balance sheet date. In all cases the prices used 
should be a fair reflection of the ordinary course of 
business; a depression which has passed before the 
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accounts are completed would generally be dis- 
regarded. 


(19) In the same way as it is necessary (as pointed 
out in paragraph (10)) to decide whether and if so 
to what extent overhead expenditure should be 
included in calculating cost, it is necessary in each 
business to determine whether replacement price 
shall be taken into account in computing the amount 
carried forward for stock. The basis selected by the 
management should be clearly defined and applied 
consistently from period to period regardless of the 
amount of profits available or the losses sustained, 
so as to enable the accounts to show a true and fair 
view of the trading results and the financial position. 
If the basis is changed, the effect on the accounts 
would need to be disclosed if material. 


SPECIAL BASES USED IN SOME 
BUSINESSES 


Stocks at Selling Prices 


(20) In some types of businesses, such as tea and 
rubber producing companies and some mining com- 
panies, it is a recognized practice to bring stocks of 
products into account at the prices realized subse- 
quent to the balance sheet date, less only selling costs. 
By this means the whole of the profit is shown in the 
period in which the crop is reaped or the minerals 
won. This basis has come to be accepted as customary 
in the industries concerned. 


(21) In manufacturing businesses which carry 
stocks of by-products the separate cost of which is 
not ascertainable these stocks are normally included 
at current selling price (or contract sale price where 
applicable) less any expenses to be incurred before 
disposal; the cost of the main product is reduced 
accordingly. - 


Long-term Contracts 


(22) In businesses which involve the acceptance 
and completion of long-term contracts it is often 
appropriate to spread over the period of the con- 
tracts, on a properly determined basis, the profits 
which are expected to be earned when the contracts 
are completed. This procedure takes up in each 
period during the performance of the contract a 
reasonable amount as representing the contribution 
of that period towards the eventual profit; it thus 
recognizes to a prudent extent the value of the work 
done in each period and restricts the distortion 
which would result from bringing in the whole of 
the profit in the period of completion. The principles 
which determine whether an element of profit is to 
be included are: 

(а) profit should not be included until it is reason- 
ably clear from the state of the work that a 
profit will ultimately be earned; it is therefore 
inappropriate to include any profit element 
where at the balance sheet date the contract 
has been in progress for a comparatively short 
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time or to include an amount in excess of the 
profit element properly attributable to the 
work actually done 


(b) provision should be made for foreseeable 


losses and allowance should be made as far as ` 


practicable for penalties, guarantees and other 
contingencies 

(c) a clear basis for including a profit element 
should be established and adhered to con- 
sistently. 


*Base Stock' 


(23) In some businesses the minimum quantity of 
raw materials or other goods, without which they 
cannot operate their plant or conduct their opera- 
tions, is treated as being a fixed asset which is under 
constant renewal by charges to revenue; that part 
of their stock (the base stock) is therefore carried 
forward not at its cost at the date of the accounts 
but at the cost of the original quantity of stock with 
which the business commenced operation. In old- 
established businesses the amount will be based on 
prices paid for stocks acquired many years pre- 
viously and many times replaced. 


*Last In, First Out' 


(24) The ‘last in, first out’ basis, which is in use in 
some overseas countries, assumes that the stocks 
sold or consumed in any period are those which 
were most recently acquired or made and therefore 
that the stocks whose cost is to be carried forward 
are those which were acquired, or made, earliest. 
The result is to charge consumption at prices approxi- 
mating to current replacement prices and to carry 
forward stocks held at the close of the period at 
prices at which goods were purchased, or made, in 
earlier periods. When prices are falling this basis 
may result in showing the stock at an amount in 
excess of current prices in which event provision is 
made for the excess. During periods of rising prices, 
except in those instances where the physical move- 
ment of goods corresponds with the assumption that 
‘last in’ is ‘first out’, the effect is to state the stock 
at less than its cost. The amount carried forward for 
stock may represent prices at which goods were 
acquired or produced several years earlier. 


DESCRIPTION IN THE ANNUAL 
ACCOUNTS 


(25) In most businesses the amounts carried for- 
ward for stock from one period to another are 
material in their effect upon the presentation of the 
trading results and financial position. 'T'he differences. 
which exist among the methods which are recognized 
as proper for the computation of those amounts are 


also so important that, unless an indication is given * 


of the way in which the amounts are computed, the 
significance of the results and of the financial position 
shown by the accounts may be obscured. 'T'he follow- 
ing are illustrations of how such an indication 
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might be given concisely where the circumstances 
make this appropriate: 
(a) Normal basis 

‘at cost’ 

‘at the lower of cost and net realizable value’ 


‘at the lowest of cost, net realizable value and 
replacement price’ 


CONN, 


‘at cost less provision to reduce to net realizable 
value’ (or ‘to the lower of net realizable value 
and replacement price’) 


The expression ‘market value’ does not indicate 
whether it implies net realizable value or re- 
placement price and is therefore not regarded 
as an appropriate description. Such terms as 
‘at or under cost’ or ‘as valued by the com- 
pany’s officials’ are also not regarded as suitable. 


(b) Special bases 


ТЕ one of the special bases mentioned in para- 
graphs (20) to (24) is used an appropriate 
description would be required. 

(26) Whether a concise indication on the lines of 
the illustrations given above will be adequate for an 
appreciation of the significance of the accounts will 
depend upon the circumstances of the undertaking. 
The use of the word ‘cost’ may be inadequate 
unless it is accompanied by an explanation of the 
extent to which overhead expenditure is included as 
cost; in that event the explanation might be as 
follows: 


*Cost is confined to materials, direct wages and 
direct expenses, no addition having been made 
for overhead expenditure' 


*Cost includes an appropriate proportion of 
variable overhead expenditure but excludes 
fixed overhead expenditure’ 


*Cost includes an appropriate proportion of all 
production and administrative overhead ex- 

, penditure’ 

(27) In some businesses the complex nature of 
the stock and the use of different bases and methods 
of computation for determining the amounts of the 
various sections of the stock, particularly in a large 
composite undertaking or a holding company with 
subsidiaries of different types, may mean that no 
concise indication is feasible. In such circumstances 
it is however important that those to whom the 
accounts are submitted should have a specific assur- 
ance that the amount included for stock has been 
determined for the whole of the stock at the balance 

heet date on bases and by methods of computation 
which are considered appropriate in the circum- 
stances of the business and have been applied 
consistently. 


(28) The effect of any change of basis or method 


of computation should be disclosed if the effect of 
the change is material. 
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RECOMMENDATIONS 


Having regard to the foregoing considerations, it is 
recommended that the following principles be 
applied by every industrial and commercial enterprise. 


(29) Appropriate amounts for all stock-in-trade 
(including raw materials and partly finished or 
finished stocks) and all work in progress, wherever 
situated and whatever their nature, should be in- 
cluded in the financial accounts and should be com- 
puted in accordance with the recommendations 
below. There is no justification for the omission of 
stock nor for stating stock at an amount which is 
higher or lower than the amount so computed; to 
use a higher amount would be to overstate profits 
(or understate losses) of the period and reduce the 
profits (or increase the losses) of the next period, 
whilst to use a lower amount would be to create a 
reserve which should be so described and disclosed 
and should not be treated as a charge against revenue. 


(30) A profit should not be anticipated unless this 
is justified by the special bases used in some busi- 
nesses but provision should be made to the full 
extent of expected losses. 


(31) The amount carried forward for stock and 
work in progress should be computed on a basis 
which, having regard to the nature and circumstances 
of the business, will enable the accounts to show a 
true and fair view of the trading results and the 
financial position. In most businesses the basis 
should be the cost of the stock held, less any part 
thereof which properly needs to be written off at the 
balance sheet date. 


(32) The circumstances of each business should 
determine the basis which is appropriate and the 
method of computation which should be adopted in 
determining cost and the part thereof, if any, which 
should be written off. In most businesses the choice 
lies between writing off any excess of cost over either 
(а) the net realizable value of the stock or (b) the 
lower of net realizable value and replacement price, 
these terms having the meanings attributed to them 
below. In some businesses it may be appropriate to 
use special bases, including some which depart from 
the rule that profit should not be anticipated. 


(33) The basis adopted and the methods of com- 
putation should be used consistently from period to 
period. A change of basis or method should not 
normally be made unless the circumstances have 
changed in such a way that its continued use would 
prevent the accounts from showing a true and fair 
view of the position and results. When a change is 
made the effect, if material, should be disclosed as 
an exceptional item in the profit and loss account 
or by way of note. 


(34) The following are the meanings attributed to 
‘cost’, ‘net realizable value’ and ‘replacement price’ 
in this Recommendation: 


(a) ‘cost’ means all expenditure incurred directly 
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in the purchase or manufacture of the stock 
and the bringing of it to its existing condition 
and location, together with such part, if any, of 
the overhead expenditure as is appropriately 
carried forward in the circumstances of the 
business instead of being charged against the 
revenue of the period in which it was incurred 


‘net realizable value’ means the amount which 
it is estimated, as on the balance sheet date, 
will be realized from disposal of the stock in 
the ordinary course of business, either in its 
existing condition or as incorporated in the 
product normally sold, after allowing for all 
expenditure to be incurred on or before dis- 
posal 


(c) ‘replacement price’ means an estimate of the 
amount for which in the ordinary course of 
business the stock could have been acquired or 
produced either at the balance sheet date or 
in the latest period up to and including that 
date. In a manufacturing business this estimate 
would be based on the replacement price of the 
raw material content plus other costs of the 
undertaking which are relevant to the condition 
of the stock on the balance sheet date 


(35) The comparison between cost and net 
realizable value or replacement price may be made 
by considering each article separately, or by grouping 
articles in categories having regard to their similarity 
or interchangeability, or by considering the aggre- 
gate cost of the total stock in relation to its aggregate 
net realizable value or, as the case may be, aggregate 
replacement price. The aggregate method involves 


(b 
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setting foreseeable losses against unrealized profits 
on stock and may not be suitable for businesses 
which carry stocks which are large in relation to 
turnover. 


(36) Where the amount carried forward for stock “4 


is material in relation to either the trading results 
or the financial position, the accounts should indi- 
cate concisely the manner in which the amount has 
been computed. If this is not practicable the accounts 
should contain a note to the effect that a concise 
statement of the bases and methods used is not 
practicable but that the amount has been deter- 
mined for the whole of the stock at the balance sheet 
date on bases and by methods of computation which 
are considered appropriate in the circumstances of 
the business and have been used consistently. The 
use of the term ‘market value’ should be discon- 
tinued. 


(37) Goods purchased forward do not form part 
of the stock-in-trade or work in progress on the 
balance sheet date but where they are not covered — 
by forward sales provision should be made in the 
accounts for the excess, if any, of the purchase price 
over the net realizable value (or over replacement 
price, where lower than net realizable value, if stock 
is stated at the lowest of cost, net realizable value 
and replacement price). Similarly, where goods have 
been sold forward and are not covered by stocks and 
forward purchases, provision should be made in the 
accounts for the excess, if any, of the expected cost 
over tbeir net realizable value. Such provisions 
should not be deducted from the amount at which 
stock is stated. 





Weekly Notes 


Lords Debate Decimalization 


N the House of Lords on Thursday of last week, 

Lord Fraser of Lonsdale asked the Government 
whether they were contemplating the study of, or the 
introduction of, currency decimalization. He outlined 
the advantages to be derived therefrom and was 
supported in his plea by Lord Ferrier, the Earl of 
Gosfort and Lord Douglas of Barloch, although the 
last named said that it was easy to exaggerate the 
advantages which would flow from it. 

In his reply, the Earl of Dundee (Minister without 
Portfolio) repeated his answer to the same query put 
by Lord Lonsdale on May 31st of this year – that the 
Government were very seriously considering this 
question. He said that the Government had been 
grateful to the committees appointed by the British 
Association for the Advancement of Science and the 
Association of British Chambers of Commerce for 


their valuable report on decimalization but that 
before coming to any conclusion, it would like, if 
possible, to hear wider expressions of opinion from 
other people and from other interests in the country 
who would be affected by the introduction of decimal 
currency. The Earl of Dundee agreed that con- 
sideration of the scheme should not be too protracted 
because the longer the delay, the greater would be 
the eventual cost. 


Children's Settlements and Income Tax 


HE sections in the Income Tax Act, 1952, aimed 

against settlements by parents on their infant 
children ends with Section 403 which provides, 
inter alia, as follows: 


с. 


settlement’ includes any disposition, trust, 


covenant, agreement, arrangement or transfer 4 
assets; 


“settlor” . . . includes any person by whom the 
settlement was made or entered into directly ог. 
indirectly. . . °. 
А claim by Mr Jack Hawkins, the actor, for repayment 
of tax suffered by his infant children as beneficiaries of 
a trust which received a net dividend of £500 was 
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resisted by the Inland Revenue on the grounds that 
the dividend was income of a settlement of which he 
was the settlor. He successfully appealed to the 
Commissioners and the Revenue’s appeal from their 
~decision was dismissed on Monday by Danckwerts, J. 
in Crossland v. Hawkins (The Times, November 14th). 

The facts as found by the Commissioners were as 
follows. In December 1954, Roehampton Produc- 
tions Ltd was formed, with a £100 share capital and 
Mr Hawkins as a director, although he was not a 
shareholder. He entered into a service agreement 
with the company at once. In March 1955, Mr 
Hawkins’s father-in-law settled £100 out of his own 
money for the benefit of his grandchildren and 
remoter issue. The trustees applied this money in 
subscribing for the ninety-eight unissued shares. of 
the company. The company received £25,000 for 
providing Mr Hawkins’s services for a film (paying 
him £9oo only) and in October 1956 the company 
paid an interim dividend of £500 free of tax to the 
trustees. Mr Hawkins was aware that steps were 

being taken to put into effect proposals of his ac- 
countants and solicitors, but he was not consulted 
with regard to them and. was not present at meetings 
at which they were discussed. 

Having so found the facts, the Commissioners held 
that there was no 'arrangement' within Section 403 
to which Section 397 of the Income Tax Act, 1952, 
could apply, and that Mr Hawkins was not a 'settlor' 
within Section 403. Affirming this decision, Mr 
Justice Danckwerts said that Mr Hawkins was at no 
time in control of the company. When it was formed, 
the settlement of 1955 had not been made and there 
could not be any connection between the formation 
of the company, at the time, and the settlement. Had 
it been proved that a scheme had been made which 

- involved the formation of the company, the entering 
into a service agreement, a settlement of a sum of 
money, and the acquisition of the shares with it, it 
would be possible to say there was an arrangement 
within Section 403. However, the findings of fact 
negatived such an arrangement. Nothing which Mr 
Hawkins had done fell within Section 403. He was 
entitled to sell his services to the company at a low 
figure if he wanted to avoid surtax. | 


When is а Building Occupied 2 


EFORE rates can be levied on property, it must 
have a rateable occupier. In Lambeth v. L.C.C. 
((1897) A.C. 625) it was held that Brockwell Park 
could not be assessed to rates because the L.C.C. 
held it merely as a custodian for the public in general 
“who had an unrestricted right of access (in fact the 
gates are closed every night). Hull Corporation has 
sought to apply this decision to a building known as 
-the Ferens Art Gallery which it holds upon trust to 
permit it to be used and enjoyed by the public as an 
art gallery. The Lands Tribunal accepted this 
contention but the Inland Revenue valuation officer, 
in- Clayton v. City of Kingston upon Hull, as reported 
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in The Times, on November 11th, has successfully 
appealed to the Court of Appeal. 

The Master of the Rolls said that this was a 
building, one-third of which was used by the staff 
as ancillary to the main purpose of the art gallery. 
The gallery was open to the public free for a certain 
number of hours, and no one slept there. His lord- 
ship thought that in common sense the Brockwell 
Park decision could not apply; a park was not 
occupied by anyone but in the case of a building the 
sensible answer was that it was occupied by those 
whose function it was to maintain the building. Of 
course the answer might be different in the case of a 
building such as a shelter, where the public could be 
said to have unrestricted .access. Lord justice 
Donovan dissented and the Court gave the Corpora- 
tion leave to appeal to the House of Lords. 


Club Subscriptions and Schedule E 


N Tuesday, Mr Justice Danckwerts rejected a 

claim by a London West End bank manager for 
tax relief on his subscriptions to the Devonshire 
Club and the R.A.C. His Lordship said, in Brown v. 
Bullock, as reported in The Times last Wednesday, 
that the fact that the bank required Mr Brown to be 
a member of a club in order to make business 
contacts was not enough. The Devonshire Club 
rules forbade the transaction of business on its 
premises. Mr Brown accordingly could not have 
incurred the expense ‘in the performance of’ his duties. 


Taxpayer’s Shining Victory 

R RONALD SHINER, the actor, has success- 

fully appealed against the inclusion, in the 
assessment of his earnings, of £2,300 profit made by 
him on the sale of the film rights in the novel Aunt 
Clara written by Noel Streatfeild. He had bought 
them for £15700 as he thought the story would make 
a good picture and the title role would be eminently 
suitable for his friend and neighbour Miss Margaret 
Rutherford. He intended to treat the purchase as an 
investment so that the income would be available to 
offset any loss he might make in his profession of 
actor. He had to abandon that intention and sell the 
rights for £4,000 to a film production company, 
because this company was unwilling to make a film 
of Aunt Clara unless he did make an outright sale. 
He starred in the film at a salary of £1,000 a week, 
guaranteed for ten weeks, and a share in the profits. 
The Appeal Commissioners held that the profit 
was a profit of Mr Shiner's profession, but Mr 
Justice Danckwerts reversed their decision holding 
that they had come to a wrong conclusion on the 
facts. It was not part of Mr Shiner's profession to 
dispose of copyright; the proceeds were the capital 
proceeds of an investment. It was true that the two 
transactions were included in one agreement, but 
they were separate, and it did not follow that the 
copyright proceeds were part of Mr Shiner's remu- 
neration. 22 un 
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New Governor of the Bank of England 

ИЕ resignation, as from June 3oth next, of Mr 

C. F. Cobbold from the governorship of the 
Bank of England, announced at the end of last week, 
will conclude a period of office extending over eleven 
years. He will be succeeded as Governor by the 
Earl of Cromer. 

Mr Cobbold, who is to be made a baron, first 
joined the Bank as an adviser in 1933 and became a 
member of the court of directors in 1938. He was 
appointed Governor in 1949, serving two five-year 
terms and being reappointed for a third term in 
1959. He allowed his name to go forward for the 
third term on the understanding that he was free to 
resign at a convenient time during the period and 
also to avoid a change of governorship during the 
Radcliffe inquiry into the United Kingdom’s 
monetary system. Throughout his period as Governor 
Mr Cobbold has shown great qualities of leadership 
and has succeeded in removing a number of the 
traditional veils which have hitherto hidden the 
Bank’s workings. 

The Earl of Cromer, who is at present serving 
as head of the United Kingdom Treasury Delegation 
and as British Economic Minister in Washington, is 
to join the court of directors of the Bank as a part- 
time director at the end of January until his assump- 
tion of the governorship. 


Britain’s Social Revolution 


e Du. at a luncheon meeting of the London 
and District Society of Chartered Accountants 
last Monday, Mr Edward du Cann, M.P., managing 
director of Unicorn Securities Ltd, referred to 'the 
great social revolution which is taking place in Britain 
at the present time’. The more obvious evidence of 
this were the television sets in people's homes and the 
motor-cars in the streets, but there was an awakening 
interest in the ownership of all forms of property – 
including stocks and shares. Determined efforts were 
being made to attract people's savings into invest- 
ments of one sort or another and the unit trust 
movement is playing a part in this general process. 

Unit trusts were not a new development in the 
United Kingdom, said Mr du Cann. The first 
British unit trust was formed as long ago as 1931. 
Although progress at first was slow, by 1939 there 
were ninety-six trusts with total net assets valued at 
some £83 million. It was interesting to note that at 
the then pre-war rate of exchange of approximately 
five dollars to the £, the total investment in United 
Kingdom unit trusts was the same as the total in the 
United States – 4оо million dollars. Largely as a 
result of the passing of the Investment Companies 
Act in the U.S.A. in 1940, total investment in 
mutual funds (as unit trusts are usually called there) 
was now of the order of seventeen billion dollars; 
while in Britain, after a decline to about £60 million 
in 1957, total investment in unit trusts today is 
something over [200 million, with a total of some 
600,000 investors. 
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Export Council for Europe 


IR WILLIAM McFADZEAN, c.a., who recently 

accepted the chairmanship of the Export Council 
for Europe, referred to in our issue of October 29th, 
announced last week the constitution of the Council: 
and the following terms of reference: 


(a) to support, stimulate and initiate action designed 
to bring to the notice of British firms opportuni- 
ties for the expansion of exports to Europe; 

(b) to explore, exploit and publicize such oppor- 
tunities, and to seek new openings for the sale of 
British goods and services in Europe; 

(c) to work closely with and to support the sponsor- 
ing bodies, Government departments and other 
organizations rendering direct services to British 
exporters and would-be exporters; 

(d) to foster and engage in any other activities of an 
educational and promotional nature which are 
consistent with these objects and with the trade 
policies formulated in their respective fields by 
the Government on the one hand and the 
sponsoring bodies on the other. 


f 


Oral Evidence to the Jenkins Committee 
HE minutes of evidence taken before the Com- 
pany Law Committee on the first hearing day, 

September 23rd, have now been published as an- 
nounced in our last issue. The day was taken up with 
evidence from Mr Harold Wincott, editor-in-chief 
of the Investors! Chronicle, three representatives of 
Courtaulds Ltd, and Mr Gordon Newton, editor 
of The Financial Times. 

It was interesting to observe that both Mr Wincott 
and Mr Newton think that company accounts 
should be more informative about asset values. Mr 
Wincott thinks that assets should be shown at 
replacement cost, less depreciation for age. He 
observes that understatement of fixed assets misleads - 
the general public, as shareholders, into accepting 
apparently generous bids for their shares which are 
in fact a gross undervalue. Mr Wincott also advocates 
the showing of turnover and (like Mr Newton) the 
termination of the special treatment of banks and 
shipping companies. Mr Newton would like accounts 
to show the amount charged for directors' expenses 
and allowed for tax, also the value of stock and 
work in progress as accepted for tax purposes, if 
different from the accounts figure. 


Offer for Ford 


HE Ford Motor Co of America announced this 

week that it was prepared to offer [129 million 
in cash for those shares of the Ford Motor Co in 
Britain which it does not already own. Acquisition 
of the British company will give Ford of America the~ 
same complete ownership of the concern in this 
country as it has over its manufacturing subsidiary 
in Germany and its assembly units elsewhere in 
Western Europe and the British Commonwealth. The 
British company has 50,000 employees; it is the second 
largest manufacturer of cars in the United Kingdom 
and the second equal in commercial vehicle output. 
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The offer is subject to Treasury consent and 
the decision for the Government will not be an easy 
one. On the one hand it will bring a very large direct 
and indirect benefit to the country’s foreign exchange 
"reserves. On the other hand, it will put the second 
largest motor vehicle plant in the country completely 
under American control. Ford of America already has 
54 per cent control which is adequate for most 
decisions on policy but probably less than enough to 
carry through a policy at Dagenham which would 
be unpopular in this country as a whole. Complete 
control will remove most of any political inhibitions 
which might arise if Ford, having looked at the 
future of the European Common Market and the 
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European Free Trade Association, might feel 
compelled in its own interest to take any decision in 
the future to the disadvantage of the British plant. 


Island of the Blessed 


URTAX in the Isle of Man is to be abolished as 

from next April. The object is to encourage 
wealthy people to settle in the island and also to 
attract light industries. The House of Keys has 
given a third reading to the Bill to abolish the tax. An 
opponent of the Bill in the House said he might appeal 
to the Privy Council with a view to having the Royal 
Assent withheld. from ‘this unscrupulous proposal’. 





This is My Life... 


— by An Industrious Accountant 


CHAPTER 51 


OZ managing director has a reputation for cold 
efficiency and for knowing everything that there 
is to be known about the business; two qualities to 
which our swelling profits bear ample testimony. I 
rather think that he prides himself also on his ability 
to use the psychological approach successfully. He 
would make a good poker player. 

Last December he had rather a shock. For months 
past our architect had been working on the plans for 
our new extension, and time was the essence of the 
project. We reckoned on commencing building im- 
mediately after Christmas, and thought we were very 
smart in adding another three months to the archi- 
tect's estimate of twelve months for the job. This 
would fix the opening of the premises for April next, 
thus giving us the maximum benefit from the spring 
trade - the key period in our drapery business. We 
weren't as smart as we thought. 

The lowest bid and the shortest time estimate were 


from the same builder, and his forecast of eighteen: 


months for the work literally staggered our directors. 
The chairman snorted with indignation, his deputy 
bit clean through his cigar and talked of racketeers, 
and even our managing director broke his gold-pencil 
point when he found that the cost was 42 per cent 
above the first estimate. 

The only person unperturbed was the architect. 
He’s a perky little cock-sparrow of a fellow with 
black, curly hair, and his undisguised amusement 
* fairly rubbed salt into the wound. “You never know 
with these builders, dash it,’ he said delightedly. 
‘Dash it, they don’t really like extensions, much 
prefer new structures. Of course, the costs-per-foot 
graphs are rising steeply; everything is going up, 
you know.’ 

Our managing director had regained his equa- 
nimity rapidly. He murmured something about the 


time factor and invited the builder to a discussion 
and we spent the next few hours over blueprints. An 
economy on the steel-work . . . a long balcony to be 
omitted here . . . a shortening of the conveyor belt 
there. Each move brought the bill down by thou- 
sands. My notebook was a mess of tangled figures; 
the M.D. was omniscient and indefatigable. 

More important, each change knocked days off the 
estimate. The builder agreed imperturbably. He and 
our architect scribbled hasty notes, and that expert 
adviser worked his slide-rule with amazing rapidity, 
and at length they brought out a new answer. 
Sixteen months, all going well. Absolute rock-bottom, 
minimum бте. 

We decided on a private consultation with our 
architect. The M.D. pointed out the penalty clause 
in the contract for exceeding the time quoted, and 
the architect was highly amused. ‘Absolutely worth- 
less, that clause,’ he pontificated. ‘Can’t enforce it at 
all, dash it. Always plead strikes, or inclement 
weather, or acts of God . . . it’s just an empty 
formality.’ 

The M.D. curled his nostril silently, as if those 
who were not with him were against him, and we had 
the builder in again. Then our man sprang his sur- 
prise. He smiled on the audience and said we'd 
accept the quotation . . . and pay £3,000 extra for 
every week under the sixteen months. That made 
them sit up. The builder's broad face became 
animated suddenly, the slide-rule buzzed with 
activity, a new tempo developed. 

‘A psychological gimmick,’ mused the M.D. later, 
while we metaphorically sat at his feet listening. 
‘It’s chicken feed, if we do pay it, compared to the 
week’s benefit, and if they really try to earn the extra, 
it’s insurance against an over-run. Always leave the 
other party to a deal with an incentive to do better 
than his best." 

Psychology paid off. Our architect has just arrived 
in his most cheerful mood, to say that after eleven 
months' work, the extension is already ten days 
better than budgeted, and the builder is delighted. 
So is our board; they can thank the M.D. for saving 
the spring trade for us. 
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Reviews 


The Law of Stamp Duties (Alpe) 


Twenty-fifth edition, by PETER E. WHITWORTH, B.A., 
and ЈАМЕЅ MACKENZIE, M.B.E. (Jordan & Sons Ltd, 
London. 635 net.) 


The main additions to this new edition are two new 
appendices — one setting out the former reliefs from 
full conveyance duty on small transactions from 1910 
to 1958, and the other reporting the judgments in 
thirteen modern stamp duty cases not contained in 
the Law Reports or in the All England Law Reports. 
For the rest, Mr Whitworth has brought the text 
up to date where necessary and has elaborated some 
of the notes. Mr Mackenzie, for his part, has made 
some researches into Scots law and practice and has 
altered the cross-references and index as required by 
the textual and other additions. 

Alpe is now seventy years old, but with the careful 
and constant modernizing processes to which it is 
being subjected, there is no reason why it should not 
continue to be a noteworthy work of reference until 
the happy but far off day when stamp duties are 
abolished. 


Pooling of Local Authority Loans 
A Research Study 


by W. W. AYLING, F.LM.T.&, and J. A. NEALE, 
A.LM.T.A. (The Institute of Municipal Treasurers 
and Accountants, London, 25s post free.) 


This work of 157 pages-is the latest research study 
published by the Institute of Municipal Treasurers 
and Accountants. For the most part the book is 
devoted to a factual analysis of loans pooling admini- 
stration and finance based upon replies to question- 
naires from a sample of 114 local authorities. This 
work has appeared at a most opportune moment 
and will have a special appeal to treasurers of local 
authorities. It is particularly welcome for two 
reasons: firstly, because a general power has been 
granted to local authorities under the Local Govern- 
ment Act, 1958, which will enable most authorities 
to establish a consolidated loans fund; secondly, for 
the reason that the Public Works Loan Board has 
virtually closed its doors on local authorities with 
the result that treasurers have been forced into the 
mortgege and short-term market. Many local 
authorities, the smaller ones in particular, will now 
be thinking of exercising their recently acquired 
powers with a view to simplifying their loans 
administration. 

The reader is treated to a brief historical survey 
of loans pooling, the legal authorities and the 
advantages to be derived from this method of 
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accounting. There is also an extremely useful com- 
mentary of experience gained by the researchers 
obtained from an investigation conducted in a 
large borough where consideration was being given 
to changing from a system of earmarked loans to~, 
loans pooling. 

'The book will be invaluable to treasurers meeting 
this problem for the first time; in fact, it should 
establish itself as an authoritative guide to all con- 
cerned with this particular aspect of local government 
finance. 


The Lending Banker 

Second edition by L. C. MATHER, B.COM.(LOND.), 
F.C.LS., F.LB. (Waterlow & Sons Ltd, London. 
12s 6d net.) 

Securities Acceptable to the Lending 
Banker 

by І. C. MATHER, B.COM.(LOND.), F.C.LS., РВ, 
(Waterlow & Sons Ltd, London. 255 net.) 

Mr Mather, who is a general manager of the Midland 
Bank, has made a second name for himself as a 
writer on banking. He has previously written three 
books mainly designed for the student and the 
practitioner in banking, and The Lending Banker is a 
new edition of the earliest of them, in which are 
described, in comparatively small compass, the 
principles on which bank lending is based. Securities 
Acceptable to the Lending Banker is, naturally, a 
larger book, but it is firmly based on the practical 
approach to legal problems which has marked all of 
Mr Mather's work. There are times in most account- 
ants' careers when they are interested in (and 
perhaps puzzled by) the lending function of the 
banks. They can, if they wish, see the matter through 
a practising banker's eyes by reading these books, 
especially, perhaps, the first named. 


J 


Public Library Finance and Accountancy 


by Epmunp V. CORBETT, F.L.A. (The Library Asso- 
ciation, Chaucer House, Malet Place, London, WC1. 
24s (18s to L.A. members.) 


This book outlines the administration of the library 
service with particular reference to its place in the 
sphere of public finance. The twelve chapters of 
205 pages cover many aspects which affect the 
librarian in his day-to-day work with particular 
reference to financial matters. The chapters on the 
form, preparation, presentation and submission of 
estimates, which are the highlights of the book, will 
be of interest to the librarian who has to tackle each 
stage involved in building up his estimates to the ~ 
time they are presented to the finance committee. 

In a chapter dealing with financial control, a 
brief outline is sketched of the work of a local 
authority finance committee coupled with some 
interesting comments on budgetary control. The 
various methods of audit – external and internal ~ 
are discussed and the reader is given an indication 
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of the auditors’ modus operandi. The author's com- 
ments on purchasing for a public library are informa- 
tive, particularly so because they are supported by 
numerous specimen forms and diagrams. Other 
zmatters considered include library income, insur- 
ances, costing, and organization and methods. 

A high proportion of the book has been devoted 
to matters which are applicable to local authority 
services generally and have no especial affinity to 
the library service. 

In an attempt to cover all facets of the subject 
there is an air of superficiality about the text, and 
certain improvements could also be made by a re- 
arrangement of the subject-matter. However, the 
purpose of the book is well fulfilled in that it will 
undoubtedly prove a helpful guide both to librarians 
who are involved with matters of financial admini- 
stration and also to aspiring students of librarianship. 


RECENT PUBLICATIONS 


ACCOUNTING FOR LOCAL AND PUBLIC AUTHORITIES, by Roy 
Sidebotham, B.A.(COM.)(MANCHESTER), and C. S. Page, 
B.COM.(HONS.)(LONDON). 339 pp. 9X6. 40s net, 41s 6d 
post free (inland). Gee & Co (Publishers) Ltd, London. 
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DouBLE Taxation, A treatise on the subject of Double 
Taxation Relief, by C. E. Garland and Percy F. Hughes. 
213 pp. 9X6. 30s net. Taxation Publishing Co Ltd, 
London. | | 

CREDITORS VOLUNTARY  WiNDING-UP and MEMBERS’ 
VOLUNTARY WINDING-UP. Complete duplicate sets of the 
forms required by the Companies Act, 1948, in opera- 
tional order, with brief instructions for facilitating 
procedure. 21s 9d each (including postage) Longacre 
Press Ltd, 161-166 Fleet Street, London, EC4. 

McMunRv's MANAGEMENT CLINIC, by Robert N. McMurry 
in collaboration with Ruth G. Shaeffer and Lawrence E. 
de Neufville. xi+207 pp. 9X6. 35s net. Business 
Publications Ltd, London. - 

Business BUDGETS AND BUDGETARY CONTROL, fourth 
edition by A. W. Wilsmore, M.S.M.A., M.B.I.M., F.R.ECON.S., 
F.S.8, xiii 4-227 pp. 9x 6. 225 ба net. Sir Isaac Pitman & 
Sons Ltd, London. 

A HISTORY or THE NATIONAL INVESTIGATION INTO THE 
EcONOMICS OF MILK PRODUCTION, 1934-1951, by Phyllis 
Manning. 83 pp. 84x54. Card covers. 12s ба net, post 
free. Agricultural Economics Research Institute, Oxford. 

Dest SERVICING PROBLEMS OF LOW-INCOME COUNTRIES. 
1956-1958, by Dragoslav Avromovic and Ravi Gulhati, 
xvii-d-74 pp. 8ixsi. Card covers. zos net. Johns 
Hopkins University Press, Oxford University Press, 
London. 

GnaPHICAL Economics, by J. К, Eastham, B.sC.(ECON.). 
xiv+333 pp. 9X6. 25s net. The English Universities 
Press Ltd, London. 





Finance and 
Commerce 


Olympia's Value 


HIS week's reprint features the 1960 published 

accounts of Olympia Ltd, a name that is almost 
part of the language in the context of exhibitions. 
There is particular interest this year in the instance 
the accounts offer of property valuation, coupled 
with the chairman's insistence that revaluation must 
rightly be on a ‘going concern’ basis. 

The last valuation of the company’s land and 
buildings, Mr H. Oliver-King points out in his 
statement with the accounts, was made in February 
1930; the board accordingly asked Messrs Goddard 
& Smith to review the valuation then made by them 
and on the basis of the business as it exists today. 

~ Their report puts the value of the land and buildings 
and fixed plant at a figure of over £300,000 in excess 
of this year’s balance sheet figure. 

This valuation, says the chairman, includes these 
assets as they exist today, and also presupposes the 
use of the assets for exhibition purposes. The board 
intends to incorporate a new valuation in next year's 
accounts. 


In Business 


At the recent annual general meeting of the company, 
a shareholder expressed surprise at what he considered 
to be such a small increase in the value of the pro- 
perties since the valuation of thirty years ago and 
those readers who know the site of the exhibition 
buildings in West Kensington, London, may also, 


perhaps, be inclined that way. 


But, in reply, Mr Oliver-King emphasized that the 
properties had been revalued on the basis of a going 
concern. They had, he said, not been valued as a 
development site, or anything of that sort. He ad- 
mitted that it might make a difference if they had 
development in mind, but the company, he insisted 
was engaged in business and must continue in busi- 
ness. If at some future date they decided to develop 
on some other lines, then the properties might have 
a different value. 

One can have all sorts of ideas as to what a site 
might be worth if used for different purposes but the 
company, as the chairman empliasized, is in the 
business of providing space and facilities for exhibi- 
tions. Moreover, he added, the halls were well-filled 
and busy; he doubted if they could get much more 
into them. The contracts department was also busy 
and on the catering side, the number of canteens 
being served was increasing. He expected an even 
better year to be reflected in the next accounts than in 
those presented at the meeting. 


Cunard 


HIS year's experience of the Cunard Steam- 
Ship Co prompts the admission that in the matter 
of half-year figures exceptional circumstances can 
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set good intentions at naught. Cunard has recently 


announced that for the third year running, there will ` 


be no interim dividend. For the past two years, the 
‘no interim’ policy has been followed by an 8 per cent 
payment for the year which runs to December 31st. 

There have been suggestions in some quarters that 
with practically ten months of the year gone, the 
company could well have given end-June figures. 
But while the first-half of 1960 could have been 
compared with the first-half of 1959 had figures been 
forthcoming, one might well ask what good they 
would have been in a year that has brought such 
disasters as the company has experienced in the 
recent past. 

There has been the seamen’s strike, bringing 
doubts whether ships would be able to sail, even 
actual cancellations of voyages and the transfer of 
passengers to air services; and all this — as the directors 
say with the ‘no-interim’ announcement – has en- 
tailed very heavy additional expenses. In due course, 
the final reckoning will be made and presented to 
shareholders. This, if the time-table follows the past, 
will be about May next. And there for the present the 
matter must wait. 
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Budgeting Upset 
N interesting view of company budgeting is 
provided by Mr Ralph Gordon-Smith in his 

recent statement with the accounts of S. Smith & Sons 
(England) Ltd. Last July, the trading budget for 19662-4 
61 was completed on the basis of indicated sales of £42 
million, an increase of £14 million on 1959-60 and net 
profits of £4 million before tax; slightly below 1959-60. 

The board budgeted for a 1o per cent reduction 
in motor vehicle output. It was considered that the 
effect on the company of the decline in domestic 
appliance sales would be more than offset by the 
rising proportion of appliances sold with Smith's 
controls, that sales of newer products would increase 
materially and, with a modest recovery in sales of 
aviation and marine products, that trading would 
generally remain fairly steady. 

This budget, however, has been put out of line by | 
a much sharper car setback than was expected and 
the chairman has to admit that profits *will almost . 
inevitably fall short of the forecast of £4 million xd 
Most company chairmen insist that the paragrap 
headed 'Future prospects' is the hardest to write in 
their annual reviews. 





CITY NOTES 


HE tug-of-war between the bulls and the bears 

in the stock-markets remains evenly matched. 
Hopes that a lower Bank rate will put a peg in prices 
now seem to be the main support for the bullish view 
in the short term. In the longer term, the view is 
taken that, sooner or later, the pressure on credit 
must be eased. 


The bearish view insists that Bank rate merely 
reflects external money rate manoeuvres, and that the 
home'economy is still failing in the true test of 
increasing exports and narrowing the trade gap. The 
October trade figures, although put out of joint to 
some extent by the London dock strike, certainly 
seem to support the bearish view. 


In its latest Bulletin for Industry, the Treasury 
in fact underlines the failure of overseas earnings to 
increase and makes the point that the position could 
worsen materially if there were to be another inteinal 
round of rising wage and industrial costs. 


During this past week, business in the industrial 
equity sections of the stock-market has been on a 
bigger two-way basis than for some time. Brokers 
are certainly finding it a little more difficult to place 
large lines of shares with the institutions, which now 
tend to make full use of high yields in fixed interest 
stocks while they last. Meanwhile, calls for new 
industrial capital remain keen and the spate of new 
rights and other capital-raising offers shows little 
sign of easing. 


RATES AND PRICES 
Closing prices, Wednesday, November 16th, 1960 


Tax Reserve Certificates: interest rate (29.6.6031) 96 


Bank Rate 
Mar. 20, 1958 6% Nov. 20, 1958 496 
May 22, 1958 54% Jan. 21, 1960 596 
June 19, 1958 5% June 23, 1960 6% 
Aug. 14, 1958 44% Ос. 27, 1960 54% т 
Treasury Bills E 
Sept. 9 £5 10s 2:26d% Осі. 34 £5 95 6:354% 
Sept. 16 £5 10s 214d% Ос. зг £5 65 638d% 
Sept.23 £5 9s 10.25d% Осі. 28 £5 15 9'524% 
Sept. зо £5 115 3:65d?99 Nov. 4 £4 175 9°79d% 
Oct. 7 £5 115 3:52d% — Nov. 11 £4 155 5'464% 
Money Rates 
Day to day 34-44% Bank Bills 
7 days | 48-42% 2 months 416—576 
Fine Trade Bills 3 months 41d$-596 
3 months 51-6196 4 months 448-5 % 
4 months 5$-64% 6 months HE 5% 
6 months 6-62% 
Foreign Exchanges e 
New York 2814-7 Frankfurt 11772$— 73i 
Montreal 2775-i Milan 17451-61 
Amsterdam хо'613—62% Oslo 20'041-$ 
Brussels 139:681-—1 Paris 13°79-1 
Copenhagen 1937-4 Zürich 12:114—% 
Gilt-edged PR 
Consols 2394 46% Funding 4% 60-90 87$ 
Consols 4% 69% Savings 24% 64-67 — 83i 
War Loan 34% 61% Savings 3% 55-65 9oài 
Conversion 34% 604 Savings 3% 60-70 782 
Conversion 34% 1969 84} Savings 3% 65—75 714 
Exchequer 54% 1966 оор Treasury 24% 44 dr 
Funding 3% 66-68 826 Treasury 34% 77-80 713 
Funding 3% 59-69 81% Treasury 34% 79-81 72% 
Funding 3$ %99-04 654% Victory 4% 93% 
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This ts the machine THAT PUT 


| BURROUGHS 
SENSIMATIC SALES — 
OVER THE 10,000 MARK 


AND 
. THE 
| REASON ? 


NO OTHER descriptive accounting 
machine has ever been so ingeniously 
designed to meet the needs of your 
business. 

The famous Four Programme Panel 
of the Typing Sensimatic guides the 
machine automatically through any 
kind of accounting. Invoicing ... 
Ledger Posting ... Payroll... to final 
accounts—just flick a knob to switch 
ffom one job to another! 

Another big dividend you get from 
the Typing Sensimatic is its advanced 
typing principle bringing you sharp, 
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clear printing. So simple too is the 
Sensimatic’s operation that even in- 
experienced operators employed today, 
learn today. 

See for yourself its confident, quick 
performance, its high degree of auto- 
mation, its remarkable simplicity. 
Call your nearest Burroughs Branch to- 
day for a local demonstration, or write 
for the booklet “Burroughs Complete 
Planfor Management Accounting" to: 

Advertising Department, 
Burroughs Adding Machine Limited, 
356-366 Oxford Street, London, W 1 


The Government 
Graduated 
Pension Scheme 


The Government Graduated 
Pension Scheme comes into 
effect shortly. Your local 
Burroughs representative is 
well qualified io advise you 
how best to handle the extra 
work involved, 

Consult your local Burroughs 
Branch today. 


SEE Burroughs изт 


FACTORIES AT STRATHLEVEN AND CUMBERNAULD, SCOTLAND 
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Accounting 





~ 
BOOK-KEEPER 
THIS FULLY-AUTOMATIC INEXPENSIVE ODHNER BRINGS 
MACHINE ACCOUNTING WITHIN THE REACH OF EVERY BUSINESS 
SO SIMPLE... SO QUICK... 
that any member of your staff can quickly learn and reliable, that it's bound to save you money! 
to use it. Ledger posting or stores routines can CHIEF APPLICATIONS: 
be mastered in an hour or two. Ledger posting; Payroll (wages or salaries); Hire 
SO VERSATILE... С Purchase accounts; Stores Control. 
thanks to the exclusive Odhner “memory register", A Block & Anderson specialist will gladly call and 
that a much wider range of applications can be discuss particular applications or problems. P 
handled than with any other machine in.its class! A 
ERE : . BUSINESS 
Head Office: Banda House, Cambridge Grove, Hammersmith, London, W,6, — Tel: RiVerside 4121 (20 lines) —at its best! 
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Dependent Relative Revocation 


| HE testatrix in In the Estate of Cocke ([1960] 
2 All E.R. 289) made two wills. The first, made in 
· 1956, was prepared by a solicitor who, at the request 
| of the testatrix, deposited the executed will in a bank, 
| Clauses 3 and 4 of this will contained specific be- 
' quests. By clause 5 the testatrix bequeathed the whole 

of her residuary estate to her sole executor and 
| trustee on trust for sale and conversion, the proceeds 
` after payment of debts and funeral and testamentary 
| expenses to be held by him on trust for himself 
| absolutely. Clause 6 was a charging clause. In 1958 
.She testatrix made the second will, in holograph 
| form, having used a carbon copy of the 1958 will as 
| the basis for a draft. She purported to revoke all 

former wills. Clauses 3 and 4 of this will also contained 
, Specific bequests. Clause 5 was incomplete, reading: 





| ‘I devise and bequest [sic] the whole of the residue 

| of my estate both real and personal unto my trustee 
upon trust to sell call in and convert the same into 
money with power to postpone the sale calling in and 
conversion thereof for so long as my trustee shall 
in his or her absolute discretion, and after payment 
of my debts and funeral expenses.' 


There was no charging clause. The trustee applied for 
an order that the second will omitting the revocation 
| clause be admitted to probate together with the first 
ш omitting clauses 3, 4 and 6, submitting that this 
| was a case for the application of the rule of dependent 
! relative revocation, on the basis that the testatrix only 
| intended to revoke the first will in its entirety if the 
second one effectively took its place. 

. Lloyd-Jones, J., in making the order sought, said 
that he was satisfied that the second will was incom- 
plete and that its incompleteness was due to a mistake 
which probably was induced by an increasing lack 
of concentration and failure on the part of the testa- 
trix. 


Deed Sealed by Company but not 
Delivered 


HE bank overdraft of the first plaintiff in Wznd- 

sor Refrigerator Co Ltd and Another v. Branch 

inees Ltd and Others ([1960] 2 All E.R. 568) was 
secured by three debentures issued to the first 
defendant, a wholly-owned subsidiary of the bank 
(the second defendant). Acting on the request of the 
bank, the first defendant prepared a formal request 
calling in the loan and sealed an instrument appointing 
G. to be receiver of the company's assets. 'The date 
was left blank in this instrument. The formal request 
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and the instrument of appointment were sent to L, 
the manager of the branch of the bank at which the 
first plaintiff kept its account. Three days after the 
sealing of the instrument of appointment I. had an 
interview with the managing director of the first 
plaintiff, having first inserted that day's date in the 
instrument. When it appeared that the loan would not 
be immediately repaid, G. was called into the meeting 
and handed the instrument. The plaintiffs in an 
action in which they claimed that they had suffered 
damage by his appointment, claimed that G. had been 
invalidly appointed. 

Cross, J., held that the plaintiffs were entitled to 
succeed. His lordship accepted the fact that the first 
defendant did not intend the instrument appointing 
С. receiver to ђесоте unconditionally binding on it 
when it was sealed, but held that it could not have 
been delivered when I. handed it to G., because I. 
was not authorized to execute or deliver deeds on the 
first plaintiff's behalf. His lordship rejected a con- 


“tention that when the instrument was sealed it was 


also delivered, but as an escrow, subject to conditions 
which were fulfilled when I. handed it to G., holding 
that the fact that I.’s authority was revocable pre- 
vented it from being an escrow: it was simply an 
undelivered deed, which is ineffective unless and 
until the grantor indicates his wish that it shall become 
binding on him. Cross, J., also rejected an argument 
that the instrument should be regarded as a document 
under hand, finding it impossible to assume that the 
two directors who put their names to it to attest the 
affixing of the seal signed it with any other purpose, or 
had any authority to do anything else. 


Accountants’ Appeal for Rejection 
of Proof | 

ULE 108 of the Companies (Winding-up) Rules, 

1949, provides that if a creditor or contributory is 
dissatisfied with the decision of the liquidator in 
respect of a proof, the Court may, on the application 
of the creditor or contributory, reverse or vary the 
decision. In Re Kentwood Constructions Ltd ([1960] 
2 All E.R. 655, note) a firm of chartered accountants 
asked that the decision of the liquidator in rejecting 
their proof for £525 should be reversed, and that the 
proof be ordered to be admitted in full. The proof 
was in respect of remuneration for work done in 
the investigation and the supervision in carrying on 
the business of the company between the date of the 
presentation of the winding-up petition and the date 
of the winding-up order. The registrar had dismissed 
the applicants' summons. 

Buckley, J., rejected an argument on behalf of the 
liquidator that the only question before the registrar 
was whether the liquidator was right or wrong. His 
lordship said that the Court must approach the ques- 
tion de novo and determine to what extent the creditor 
ought to be allowed to rank as a proving creditor. On 
the evidence, his lordship found that the liquidator 
had not displaced the applicants! sworn statement, 


THE 


654 


supported by reasonable indication of the work done, 
that £525 was a fair and reasonable fee, and he accord- 
ingly discharged the registrar’s order and directed 
that the proof be admitted in full. 


Application to Expunge Proof 


р Re Browne (a bankrupt), ех parte Official Receiver 
v. Thompson and Another ([1960] 2 АП E.R. 625), the 
Official Receiver, as trustee of the estate of B. (who 
had died in 1921), sought to have a proof expunged as 
having been improperly admitted, under Rule 24 of 
Schedule II to the Bankruptcy Act, 1914. The proof, 
sworn in 1913, related to B.’s debt to a commission 
agent and on the face of it appeared to be a claim on an 
account stated between a bookmaker and a backer, 
though it is more likely that it was in fact a claim based 
on a fresh agreement by B. to pay a gambling debt, 
founded on some new consideration such as a promise 
by his creditor to refrain from posting him as a defaul- 
ter, an agreement which would have been enforceable 
in 1913 but not, in view of Hill о. William Hill (Park 
Lane) Ltd ([1949] A.C. 530), today. On the other 
hand it was possible that the debt in question was not 
in respect of betting transactions at all. 
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While Cross, J., saw no reason to doubt that if a 
trustee admitted a proof on a view of the law which 
was generally thought to be right but subsequently 
turned out to be wrong it would have been improperly 
admitted within the meaning of Rule 24, he held «ей 
the burden lay upon the Official Receiver to satisfy 
the Court beyond any reasonable doubt that the proof 
was wrongly admitted. The creditor was long since 
dead, and the trustee in bankruptcy of B. had long 
since received his discharge. The present application 
was the result of a reversionary interest unexpectedly 
falling into B.’s estate. Cross, J., held that B.’s state- 
ment of affairs was not admissible against the 
trustees of the creditor’s will either as a sworn state- 
ment which he was bound to make under Section 
14 (1) of the Bankruptcy Act, 1914, or as evidence 
received by the Court in any proceedings under that 
Act, within Section 141. The only evidence that the 
proof was wrongfully admitted was accordingly the 
proof itself, and, as his lordship said, the maxim, 
omnia praesumuntur rite esse acta applies with nen 
force where the vital witnesses are dead and the rela- 
tive documentary evidence may have been lost. In the 
circumstances his lordship held that the Official 
Receiver had not discharged his burden. 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
. the opinions expressed. 


Bad Manners ? 


SIR, —I am a young chartered accountant who 
recently, through no fault of my own, was forced to 
look for another position in commerce and industry. 
Over one hundred letters of application were written 
for various possible positions, and I thought that 
the following statistics might interest some of your 
readers who have been, or may be, in the same 
position. 

No acknowledgement of any sort was received 
from 47 per cent of the potential employers. 

Of the others, where a preliminary interview was 
obtained with the promise of ‘We shall be writing 
you further’, 34 per cent did not communicate with 
me in any way. 

Twenty-eight per cent did not start the interview 
until at least half an hour after the appointment 
time, and I have waited as much as an hour. 

The potential employers represent a very good 
cross-section of British industry in both size and 
business. 


I may be old-fashioned but this is, in my opinion, 
nothing short of extremely bad manners. A postcard 
of the kind ‘Thank you for your application, but the 
position advertised has now been filled', would be 
quite sufficient, I think, to meet the normal standards 
of etiquette expected, and the cost would not be 
enormous. | 

Your readers’ opinions on whether I expect 1007 
much would be appreciated. 


Yours faithfully, 
OLD-FASHIONED А.С.А. 


Life Membership Subscriptions: 
Treatment in Accounts 


Str, – I should be grateful if you would afford me 
the courtesy of your correspondence columns to 
inquire whether any of your readers can suggest a 
simple system used in practice for dealing with life 
membership subscriptions in a voluntary association. 
In the case I have in mind the annual subscription 
is 105 and life membership is available to members 
over the age of 40. The life membership scheme isa“ 
new one and no transfers have been made to the 
yearly income and expenditure accounts, but it is 
the intention to make such transfers in the future, 
if a simple basis which can be readily understood by 
members can be devised. 
Yours truly, 


London, WC2. F. R. PORTER. 
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STATE REGISTRATION NOT THE ANSWER 


Northern Society of Chartered Accountants’ Annual Dinner 


The annual dinner of the Northern Society of Chartered 
Accountants was held at the Old Assembly Rooms, 
Newcastle upon Tyne, on November 11th, when 300 
members and guests had an enjoyable evening. The 
President of the Society, Mr A. Whittaker, F.c.a., was 
in the chair. 

The toast of “The Institute of Chartered Accountants 
of England and Wales’ was proposed by Sir Henry 
Wilson Smith, K.C.B., K.B.E., chairman of Powell 
Duffryn Ltd, and of the Sunderland Shipbuilding, 
Drydocks & Engineering Co Ltd. Sir Henry said 
there seemed to be a fashion in the Press and other 
forms of writing to denigrate accountants. He fre- 
quently read in the papers that the major thing that 
was wrong with British industry was that it was far 
too much run by and influenced by accountants, and 
that what we ought to have in this modern world was 
industry run by scientists and engineers. But he, frankly, 
found it much easier to understand accountants than 
to understand scientists and engineers. 

He knew their jargon and appreciated their merits 
in industry and business today. He felt himself that he 
had his feet on the ground when he knew what a given 
proposition would cost and what he would be able to 
make out of it, and that was the sort of subject and 
topic where he could get nowhere with his scientific and 
technological friends. 

This process of running down accountants had 
really gone much too far, and as a company chairman 
he would pay a very sincere tribute to the work done 
by the Institute; he was one in company management 
who had the highest opinion of their work. 


Admirable Document 


Sir Henry referred to the evidence which the 
Institute had submitted to the Jenkins Committee on 
company Law. He had read a copy of this evidence, 
and it was, in his opinion, an absolutely first-class, 
admirable document which did full justice to the 
[nstitute. It was extremely statesmanlike and most of its 
эгороѕаїѕ he would gladly support to the maximum 
legree of his power. He was delighted with the way 
hat the Institute suggested to the Committee that 
here ought to be a clear understanding of what the 
jxrofit of a company was. A trading profit was not a 
обе at all until account had been taken of all the 
:harges applying to it. 

There was, however, one point on which he flatly 
ind violently disagreed with the Institute; this was in 
heir support of the idea that annual accounts should 
nclude, either in the accounts or in the notes, the 
igure of annual turnover. He was a great believer in 
he present system, in which more and more com- 
yanies disclosed figures of turnover in their businesses; 
şut he was violently opposed to this being a legal 
'equirement. If he was to give a single turnover figure 
or one of the companies of which he was chairman, it 
vould be utterly and completely misleading because 
ЈЕ the composite type of business done. To make this 
; legal requirement would put company directors very 
auch on the spot. His own view was that when one 
iad a composite type of business, a statutory require- 
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ment of this kind would be extremely difficult to 
observe. 


President Replies to Readers' Letters 
Replying to the toast, the President of the Institute, 
Mr 5. J. Pears, F.c.A., said he would like to deal with 
the points raised in two letters which had been pub- 
lished recently in The Accountant. One of these letters 
drew attention to his remarks at a previous district 
society dinner when he had said that the Council were 
anxious to help the small practitioner and asked for 
suggestions as to how this could be done. The writer 
suggested the best method was the State registration of 
accountants and ended by saying that the Council 
lacked the will to overcome the technical difficulties. 

Mr Pears said that the Council did not lack the will 
power but lacked the conviction that such a course was 
desirable. Apart from the difficulties of defining what 
was accountancy, in view of the variety of services 
offered by the profession, he believed in an account- 
ancy profession free to develop in its own way without 
Government interference, which registration would 
impose. Moreover, he also believed that within the 
lifetime of present practitioners it would increase and 
not reduce competition, as the rights of existing non- 
qualified accountants would be preserved and it was 
impossible to exclude part-time accountants. He 
pointed out that the auditing side of the profession 
with regard to public companies was already closed and 
the Institute were advocating to the Jenkins Committee 
that the auditing of private companies should be 
dealt with in a similar manner. 

Another writer took the view that the Institute should 
do more to publicize the profession, particularly in 
view of the fact that individual accountants were not 
allowed to advertise. The President agreed with this 
completely and said that the Council had already taken 
steps to do so. The Public Relations Committee — 
previously a sub-committee and not a very active one — 
had now been made a ‘full-blooded’ committee with 
responsibilities to the Council and with a professional 
consultant to advise it. It was going to have regular 
meetings. At its first meeting an early broadcast reply 
to the recent unsatisfactory B.B.C. broadcast which 
had been carried out without the Institute’s approval, 
was dealt with. The Council were going to do every- 
thing they could in regard to public relations in the 
future. 


Chartered Accountants in Industry 

Mr Pears went on to refer to members in industry 
and said that on a number of occasions he had heard 
industrial members complain that they were not pro- 
perly represented in Council affairs. This was non- 
sense; they had five places reserved for them on the 
Council and an equal right to fill any of the other 
places on the Council if the district societies wished to 
nominate them.The co-operation of industrial members 
was also welcomed on the Т. and R. Committee and 
many of them took part. In alternate years they pro- 
vided the chairman of that committee. 

There was also the committee, recently renamed 
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"The Consultative Committee of Members in Com- 
merce and Industry', which had direct access to the 
Council, to look after their affairs. The Council 
considered such members important members of the 
Institute; they in turn greatly benefited from their 
chartered accountant qualification and training. The 
Recommendations on Accounting Principles were 
equally applicable to them as to practising members and 
there had been other recent publications of the 
Institute applicable to industrial members. 

'The Technical Research Committee were consider- 
ing the possibility of increasing research and if this was 
done, it would undoubtedly cover additional work on 
management services which would be directly helpful 
to the industrial member. What was required, con- 
cluded Mr Pears, was that more industrial members 
Should take an active interest in the Institute's affairs. 

The toast of "The Guests’ was proposed by Mr T. C. 
Squance, 0.B.£., T.D., D.L., B.A., F.C.A.. who in an 
amusing speech said that it would be rather nice to 
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have a chartered accountant’s ‘myth created. They 
wanted writing up. After all, the bankers had been 
doing it all the time — showing a picture of benign and 
benevolent bank management to put before the public 
as if they were always like that. Accountants might have 
some idiosyncrasy in dress — pearl-buttoned trousers 
or something like that — the provision of which would, 
of course, be allowable for tax relief. 

Replying, Mr C. К. Shortt, M.B.E., T.D., lawyer and 
author, said that the accountancy profession was a 
comparatively young one, though no doubt there were 
embryo accountants who- had used the abacus and 
slithers of notched wood. With the passage of years the 
ingenuity of those early accountants had been im- 
proved upon and today they were proud to live in an 
age when they were at the peak of professional achieve- 
ment. Accountants and lawyers, he declared, were now 
almost the only defence which the individual had 
against bureaucracy and the struggle to do what they 
wanted with what was their own. 


a 


Chartered Accountants’ Dinner at West Hartlepool 


‘People do not yet turn to the chartered accountant as 
they should, and it is something which the profession 
should investigate carefully’, said Mr A. H. Walton, 
Е.С.А., a member of the Council of The Institute of 
Chartered Accountants in England -and Wales, at 
West Hartlepool on November gth. Mr Walton, who 
was speaking at the eleventh annual dinner of the 
North Yorkshire and South Durham Branch of the 
Northern Society of Chartered Accountants, declared 
that just as people once had their family doctor, today 
every family needed its own chartered accountant. 
He added: 3 

‘No one thinks of going to a “quack” with their aches 
and pains but people do go to “quacks” about tax matters. 

‘I think the biggest single factor in eliminating the 
“quack” might be if some of the members of the Inland 
Revenue were to ask as many questions of him as they ask 
the chartered accountants.’ 

Mr Walton said that some revenue officials would 
not ask questions of unqualified people because they 
knew they could not get the proper answers. He could 
"not recognize the logic of that, but driving out the 
‘quacks’ was easier said than done. 

It was up to accountants to spread the gospel and 
to use their power as individuals: that was the way to 
success. They could not afford to stand on little 
pedestals and let the rest of the world go by. They 
were admirably trained for their job; in fact there were 
no standards of accountancy training in the world 
higher than those in Britain. 


Complex Role 
The toast of “The Institute’ was proposed by Mr 
J. C. Н. McEntee, B.SC., A.R.C.s., President of the 
Tees-side and South West Durham Chamber of 
Commerce, and Chairman of the Wilton Council of 

Imperial Chemical Industries Ltd. 
Mr McEntee, who said that for more than thirty 
years he had enjoyed contact with the profession, 


described the accountant's role in modern times as 
‘extremely complex’. ` 

The young accountant of today had a golden 
opportunity to play a major part in affairs, provided 
he was sufficiently broadly experienced when he arrived 
at a position of responsibility. 

He believed that the experience a man gained in his 
twenties was much more valuable than that gained in 
his thirties. 

Questions he would like to pose to the profession 
were: Was too much emphasis being placed on the. 
attainment of extremely high and mature standards by 
examination at the expense of broad experience of 
affairs which was so much more valuable? And was too 
great an emphasis on formal qualifications endangering 
the contribution of future management on national 
affairs? 

С. О. Peat Trust Fund 

Mr К. W. Swinbank, F.c.a., Chairman of the North 
Yorkshire and South Durham Branch, who presided, 
announced that in commemoration of his year of office, 
Mr C. U. Peat, M.C., M.A., F.C.A., Immediate Past- 
President of the Institute, had created a trust fund of 
£150 a year, the income from which would provide 
prizes for local articled clerks taking the Institute's 
examinations. 

The toast of "The Guests’ was proposed by Mr 
Н. D. Anderson, J.P., Е.С.А., of Saltburn, Mr C. C. 
Hunt, Н.М. Inspector of Taxes, Darlington 18 Dist- 
rict, responding, said he had recently moved fro 
Manchester where his department had been proud of 
its friendly relations with the accountants and of the 
co-operation which had taken place between them. 

The Inland Revenue, he said, was conscious of the 
service the profession rendered to the community. 

The thanks of the Branch for the excellent arrange- 
ments for the dinner, carried out by Mr Brian 
Kilvington, A.C.A., of West Hartlepool, were expressed 
by the chairman. 
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PENSIONS FOR THE 


SELF-EMPLOYED 


Those eligible include professional men and women in practice, 

controlling directors of companies, individuals and partners in 

business and employees for whom no staff pension scheme is 

(= available. In view of the widely differing circumstances of the 
1840 individuals concerned, the United Kingdom Provident Institu- 
tion has designed two separate contracts, on very favourable 
terms, of which one or the other can be adapted to suit most 


requirements. Send for our booklet “Your Pension—Which 


Way ?” for full details of these two plans. dd 
UNITED KINGDOM PROVIDENT INSTITUTION 


for Mutual Life Assurance 
33-36 Gracechurch Street, London, E.C.3 
Telephone : Mansion House 6543 
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NEW OUTLOOK NEEDED IN THE PROFESSION 
~ Forthright Views of Ме W. H. Lawson at Coventry Dinner 


‘We are ettracting into our ranks today more brilliant 
young men than at any time in the past', declared 
Mr W. H. Lawson, C.B.E., B.A., F.C.A., a Past President 
of the Institute and a member of the Council at a 
dinner of the Coventry Branch of the Birmingham and 
District Society of Chartered Accountants on Novem- 
ber 11th, Mr Lawson added, however, that a very high 
proportion of these young men left professional offices 
soon after qualifying to seek their careers in industry. 
This, he said, was no doubt a good thing for industry 
but it raised the question as to whether members on the 
practising side were providing enough openings for 
ambitious, energetic and far-sighted young men. 
Mr Lawson continued: 


*Ata recent informal luncheon in London, a distinguished 
American accountant made some reference to the profes- 
—sion in America. He referred to the tremendous growth of 
eight very large accounting firms in the U.S.A., which have 
scores, if not hundreds, of partners and, in some cases, have 
thousands of accountants on their staff. They would, he 
thought, continue to expand, partly by absorbing other 
firms in the different States. 

‘Our American visitor then referred to the very small 
firms for which he thought there was an equally bright 
future, dealing as they do mainly with local work and the 
personal affairs of clients. They are, in America as here, a 
very important part of the profession. 

‘Finally he came to medium-sized firms. These he 
thought had no prospect whatever; they had had it. I felt he 
was unlikely to leave it quite like that. He then explained that 
the future of such firms lay, in his opinion, in more speciali- 
zation. There would always be a great need for specialists." 


Management Services 


It was here, Mr Lawson emphasized, that a change 
in outlook was needed in the profession in this country, 
because it would be a dismal prospect if the profession 
consisted only of giants and dwarfs. The backbone 
must be the medium-sized firms, and the backbone 
needed strengthening. Mr Lawson then said: 


‘At the present time there appears to be an almost 
fanatical belief in the fiction — it is a fiction — that all 
chartered accountants are qualified to perform all services 
coming within the very wide field of a professional account- 
ant's practice. It is rather as if the medical profession held 
the view that a general practitioner could perform the most 
intricate operation on every part of the body. The medical 
profession has long ago realized the fallacy of any such view 
and the time may have come when our profession should 
begin to make a move in the same direction. 

"Ihe most obvious field for specialization is that of. 
management consultancy. With the exception possibly of 
the very largest firms, few firms have enough clients of their 

2999 to justify the expensive set-up which nowadays is 
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required for a really efficient management consultancy 
department. Some firms are trying to meet this situation by 
forming joint partnerships for the special purpose of 
management consultancy. They are, however, not allowed 
to say, even in The Accountant, that this is the purpose of 
the joint firm. It must continue to describe itself only as 
‘Chartered Accountants’ despite the fact that it will do no 
auditing or taxation work but will concentrate wholly on 
management services. There is at least something to be said 
for the view that, in the interests of the public and of the 
profession itself, such a specialist firm should be allowed to 
use a suitable description such as "Management Consult- 
ants". This point will become even more important if, 
as seems probable, specialist firms will eventually require 
to take engineers into their partnerships.’ 

Stressing that the views he was expressing were 
entirely personal, Mr Lawson went on to make three 
practical suggestions to assist those members wishing 
to embark on careers as specialists in the field of 
management consultancy. They were as follows: 

(i) There should be a post-qualification examination in 
management accounting. 

(ii) Those who have passed this examination and have 
also had a specified period of practical experience in 
this field, either in industry or in practice, should 
receive a diploma with the right to use appropriate 
initials after their names. 

(iii) Specialist firms or specialist departments should be 
allowed to use the description “Management 
Consultants” in addition to the description “Char- 
tered Accountants” . 


Frustrations of Credit Restraint 


The toast of ‘The Institute’? was proposed by Mr 
C. H. Woolley, joint general manager of Lloyds Bank 
Ltd, who spoke of the complexities in recent years of 
taxation which had put an added burden on accountants. 
It was unfortunate, said Mr Woolley, that the country 
washaving to endure another period of credit stringency, 
with all its frustrations and irritations, but it was essential 
that the strength of the £ should be maintained. 

Mr E. G. Walpole-Brown, High Sheriff of War- 
wickshire, proposed the toast of “Ihe City of Coventry’ 
and congratulated the city's planning department on 
its contemporary design for the newly-built city centre. 

Replying to the toast, the Lord Mayor, Alderman 
Н. Stanley, J.P., said that the people of Coventry were 
realizing more than ever that there was something in 
the rebuilding schemes, although they did not approve 
of everything. 

Mr D. Н. Smale, a.c.a., Chairman of the Branch, 
who presided, warmly welcomed the guests, and Mr 
E. A. Hyde, President of the Coventry Engineering 
Employers’ Association, replied. 


Telephone: Victoria 2002 (3 lines) 
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MEETING OF THE COUNCIL 


A meeting of the Council of The Institute of Chartered 
Accountants in Ireland was held in Belfast on Thurs- 
day, November 3rd. 

Attendance 
The President, Mr G. E. Cameron, was in the chair, 
and there were also present: 

Messrs A. E. Dawson, Vice-President, H. E. A. Addy, 
John Bacon, A. S. Boyd, G. A. P. Bryan, Frank Cleland, 
M. M. Connor, James Graham, G. F. Klingner, John Love, 
R. E. McClure, R. J. Neely, R. P. F. Olden, James Walker 
and D. McC. Watson with the Secretary and the Joint 
Secretary and Treasurer. 

Apologies for absence were submitted from Messrs 
J. F. Dempsey, N. V. Hogan and H. W. Robinson. 


Deaths 

The deaths of the following members were reported 
and noted with regret: 

Harbinson, D. K., Associate (Chicago), O’Byrne, B. A., 
Associate (Dublin). 

Fellowship 

John Henry Kilemade, А.С.А., of Longford, was 
elected a Fellow of the Institute. 


Associateship in Practice 


The following Associates were admitted to practice: 
Beatty, George Horace (Dublin). Jamison, Ivan Alexander 
(Belfast), MacDermott, Lorcan (Dublin). 


Membership 


Robert Searby Cashell, Dublin, was admitted to 
membership. · 


Committees 
Reports were received from the following committees: 


Finance and General Purposes, Taxation, Parlia- 
mentary and Law, Education and Training, Investi- 
gation, Disciplinary and Premises. 


Institute Dinner 


The annual dinner of the Institute was held in Belfast 
on Thursday, October 20th, 1960, and was attended 
by 146 members and guests including Mr W. M. May, 
M.P., Minister of Education in Northern Ireland; the 
Rt. Hon. the Lord Mayor of Belfast, Alderman R. G. 
Kinahan, j.P.; the Hon. Mr Justice McVeigh; Mr j 
Alexander McKellar, President of The Institute of 
Chartered Accountants of Scotland; Mr S. John Pears, 
President of The Institute of Chartered Accountants 
in England and Wales; Mr J. E. Harris, President of 
The Association of Certified and Corporate Account- 
ants; and Mr W. S. Risk, President of 'T'he Institute 
of Cost and Works Accountants. 


Residential Conference 


It was noted that ninety-seven members had attended 
the Institute's first residential conference held at The 
Slieve Donard Hotel, Newcastle, Co. Down, from 
October 21st to 23rd, 1960. Two papers were presented: 
*Changing techniques in audit practice', contributed 
by Mr John A. Stewart, c.a., of Glasgow; and “Tax 
planning for the family company’, contributed by Mr 
John Bacon, F.c.a. — followed by a question time. 


Notes and Notices 


. THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


List of Members, 1961 


We are asked by the Secretary of the Institute to 
remind members that the latest date for the receipt of 
changes of address and other. details for inclusion in 
the 1961 List of Members is December 1st, 1960. 


Members’ Library 


The Librarian reports that among the books and papers 
acquired by the Institute in recent weeks by purchase 
and gifts are the following: 


The Agricultural Landowner’s Handbook on Taxation. 
Part П. (Agricultural Landowners’ Association): ninth 
edition by F. G. Holland. 1960. (Country Landowners’ 
Association, 215.) 

The Attack on World Poverty; by A. Shonfield. 1960. 
(Chatto & Windus, 21s.) 

Be Sure You Agree; by R. W. Bell. 1960. (George Allen & 
Unwin, 135 6d.) 


Business Budgets and Accounts; by H. C. Edey: second 
edition, 1960. (Hutchinson, 125 64.) 

Capital Investment in the Coal, Gas and Electricity 
Industries. Cmnd. 415. (Ministry of Power). 1958. 
(H.M.S.O., 6d.) 

Common Market Fiscal Systems; by E. B. Nortcliffe. 1960. 
(Sweet & Maxwell, 215.) 

The Control of Monopoly in the United Kingdom; by 
P. H. Guenault and J. M. Jackson. 1960. (Longmans, 255.) 

Co-operative Book-keeping: I ~ elementary; by J. Jacques 
and H. Davies, Manchester. (1960). (Co-operative 
Union, 55.) 

Co-operative Book-keeping: II — intermediate; by J. 
Jacques and T. Young. Manchester. 1960. (Co-operative/ _ 
Union, ros 64.) 

Doing Business in Germany: a legal manual; by R. Mueller 
& E. Steefel. Frankfurt am Main. 1960. (Fritz Knapp 
Verlag. 26s.) 

» Double Taxation: a treatise on the subject of double taxation 
relief; by C. E. Garland and P. Е. Hughes. 1960. 
(Taxation Publishing, 305.) 

Finance Ordinance, 1960. (Pakistan) Karachi. 
(Government of Pakistan, Rs2.10.0.) 
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Financial Planning for Greater Profits. (American Manage- 
ment Association.) New York, 1960. (A.M.A., 25s 6d.) 
A Guide to Doing Business in the European Common 
Market: Vol. 1: France and Belgium; by Rita E. Hauser 
| 5nd G. M. Hauser. 1960. (Stevens, 50s.) 

Income Tax Act annotated . . . 1960. 
Stikeman. Toronto. 1960. (De Boo, 645.) 

Internal Audit and Control of Scrap, Salvage and Surplus 
Materials. (Institute of Internal Auditors.) New York. 
1960. (Presented.) 

Internal Audit of Insurance Programs. (Institute of 
Internal Auditors.) New York. 1960. (Presented.) 

International Monetary Co-operation; by B. Tew: fifth 
edition. 1960. (Hutchinson, 12s 6d.) 

Investigation into the Affairs of General, London & Urban 
Properties Limited: report; by E. S. Fay. 1960. (H.M.S.O., 


55 6d.) 

An Investor's Guide. (The Financial Times.) 1960 (The 
Financial Times, 15s 6d.) 

Palmer's Examination Note Book for accountancy and 
secretarial students; by A. Palmer, A.C.A.: tenth edition. 
1959. (Gee, 17s 6d.) 

Pension Schemes and Retirement Benefits; by G. A. 
Hosking: second edition. 1960. First supplement 1960. 
(Sweet & Maxwell, 42s and 55.) 

"Risk Management 'l'oday. (American Management Asso- 
ciation.) New York. 1960. (А.М.А., 25s 6d.) 

Security Analysis: interpretation of financial statements; 
by D. H. Bellemore, À. Tucker and R. L. Day. New 
York. 1959. (Simmons-Boardman, 505.) 

Selling Overseas: the principles of export marketing; by 
H. Deschampsneufs. 1960. (Business Publications, 455.) 

Setting Standards for Executive Performance; by J. W. 
Enell & G. H. Haas. New York. 1960. (American Manage- 
ment Association, 32s 6d.) 


.. by Н, Н. 


PROFESSIONAL NOTICES 


Messrs C. Percy BarrowciirF & Co, Chartered 
Accountants, of 68/70 Corporation Road, Middles- 
brough, announce with deep regret the sudden death 
7 of one of their senior partners, Mr Т. E. DENT, F.C.A., 
^ who had been associated with the firm for over forty 
years. 'T'he firm will continue to be carried on under 
the same name and style as before. 


Messrs CHIDELL, GAYMER & Co, Chartered 
Accountants, of 64 South Street, Chichester, Sussex, 
announce that Mr W. B. Gaymer retired from the 
partnership on October 31st, 1960, and that Mr J. E. 
COLLEY, A.C.A., joined the partnership with effect from 
November rst, 1960. The name of the firm remains 
unchanged. 


Messrs Grass & Epwarps, Chartered Accountants, of 

3 Stanley Street, Liverpool, regret to announce the 
death on November 12th, of their senior partner, 
Mr FREDERICK WILLIAMS, F.C.A., F.C.LS., at the age 
of 65. Mr Муплламз, having been articled in the firm 
in 1919 and admitted «n associate of the Institute in 
S M had been a partner for 35 years. 
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Messrs А. Е. Fercuson & Co, Chartered Account- 
ants, Registered Accountants, of Karachi, Lahore and 
Rawalpindi, announce that as from October 31st, 1960, 
Mr R. С. CHAPMAN, B.A., F.C.A., has ceased to be an 
active partner, and that as from November 1st, 1960, 
they have admitted into partnership Mr E. M. 
NAISMITH, C.A., R.A., who was previously an assistant 
in the firm. 


Messrs Gunpry, Соте & Co, Chartered Account- 
ants, of 3 Great Winchester Street, London, EC2, 
announce with regret the death, on November 6th, 
of their office manager, Mr C. К. Н. Hope, F.c.a. 
Mr Hore had been a member of the staff for the past 
forty-four years. 


Mn B. І. Pocock, Е.С.А., practising as Н. S. 
Humpurey & Co, of 17 Gildredge Road, Eastbourne, 
announces that he has taken into partnership Mr 
DAVID ALLEN, A.C.A., who has been associated with the 
firm for several years. The style of the firm remains 
unchanged. 


Mr Aran C. J. York, F.C.A., announces that he has 
taken into partnership Mr В. C. BARLOW, A.C.A., and 
as from October 31st the style of the firm is ALAN 
York, Bartow & Co, Chartered Accountants, 5A 
Southbourne Grove, West Southbourne, Bourne- 
mouth, 


Appointments 


Mr R. B. Ogden, F.c.a., has been appointed chair- 
man of the Bath & Portland Group Ltd. 

Mr L. J. Thompson, F.c.a., has been appointed a 
director of Mountsorrel Holdings Ltd. 

Mr C. M. Fox, 0.8.£., T.D., B.A., F.C.A., has been 
appointed a joint managing director of Silver City 
Airways Ltd. 

Mr Arnold Marks, A.C.A., has been appointed 
secretary of Basil Butler Co Ltd. 

The Rev. Н. Е. Н. Hamilton, F.c.a., Vicar of 
Burham, Kent, has been appointed to the Rectory of 
St Margaret, Horsmonden, Kent. 


REGISTRY OF FRIENDLY SOCIETIES 
Accountant’s Appointment 


Mr John A. Walter, B.sc.(ECON.), А.5.А.А., formerly 
assistant head of the Returns and Statistics branch of 
the Registry of Friendly Societies, has succeeded Mr 
H. G. H. Tate as head of the branch on the latter’s 
retirement after more than forty-five years in the 
public service. і 

Mr Walter will be responsible for the work of 
examining the many thousands of financial returns 
that are received by the Department every year, the 
compilation of statistics and the preparation of material 
for the annual reports of the Chief Registrar. 
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INQUIRY INTO TWELVE COMPANIES 


Mr Duncan McKellar, O.B.E., C.A., a partner in the 
London firm of Messrs Thomson McLintock & Co, 
Chartered Accountants, and Mr Malcolm John 
Morris, Q.c., have been appointed by the Board of 
Trade as Inspectors to investigate the affairs of The 
Karak Rubber Co Ltd, and Kota Tinggi (Johore) 
Rubber Co Ltd. Since last May, ten other companies 
have been named for investigation by Mr McKellar 
and Mr Morris. 


LONDON AND DISTRICT SOCIETY 


A meeting of the London and District Society of 
Chartered Accountants will be held in the Oak Hall 
of the Institute next Wednesday, at 6 p.m., when 
Mr P. W. E. Taylor, Barrister-at-law, will speak on 
“The taxation aspects of settlements’. 


Reading and District Group 


A meeting of the Reading and District Group will be 
held at the Liberal Club, Blagrave Street, Reading, 
next Tuesday, at 7.15 p.m., when Mr B. R. Pollott, 
M.A., F.C.A., Will speak on "l'axation topics’. 
At the recent annual meeting of the Group the 
following officers were elected for 1960-61: 
Chairman: Mr С. C. Jones, F.C.A., F.I.M.T.A. 
Vice-Chairman: Mr К. Clark, Е.С.А. . 
Hon. Secretary: Mr D. J. L. Cook, a.c.a., 2 Waverley 
Court, Southcote Road, Reading. 
Committee: Messrs W. Ames, Е.С.А.; M. E. Cunningham- 
Craig, F.C.A.; D. Н. Hill, a.c.a.; R. A. Hubbard, F.C.A.; 
J. Sewell, a.c.a.; W. P. Todd, a.c.a.; Н. Witcher, F.c.A. 


SCOTTISH INSTITUTE IN DUMFRIES 


The first dinner of members of the Scottish Institute 
in Dumfries took place on Friday, November 11th. 
Twenty-five members were present, the chair being 
taken by Mr R. G. J. Kirk, c.a. Also attending were 
the Vice-President of the Scottish Institute, Mr 
Graham A. Usher, M.B.E., T.D., C.A., and Mr E. Н. V. 
McDougall, Secretary of the Institute. The President, 
who was prevented from attending by illness, sent 
a telegram expressing his good wishes. 

Following dinner, Mr Usher gave a short address on 
the work of the Council and other Institute activities, 
and the Secretary answered questions on matters of 
professional interest. After some lively discussion it 
was unanimously decided that some form of local 
association should be formed for members of the 
Institute in Dumfries and Galloway. Mr T. P. Gorrie, 
C.A., County Treasurer of Dumfries, in proposing a vote 
of thanks to Mr Kirk for taking the chair and to Mr Usher 
and Mr McDougall for coming from Edinburgh to be 
present, said he was sure that members not in practice, 
like himself, would be glad to support a local associa- 
tion. Thanks were also expressed to Mr A. Mair, C.A., 
who was largely responsible for the dinner arrangements. 
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GOURSE FOR MANAGERS 


‘Managers and the future’ will be the subject of a 
two-day course to be held at The Piccadilly Hotel, 
London, Wr, from November 29th to 3oth. 

The course is designed to, assist management in thew 
forecasting of future business, assessing fixed assets 
and in financial planning. Speakers will be Mr S. V. 
Bishop, M.C., F.c.a., Mr Alan Kenyon, B.COM., A.C.LS., 
A.A.C.C.A,, F.C,W.A., A.M.B.I.M., and Dr James M. S. 
Risk, в.сом., PH.D., F.B.I.M. Further particulars of the 
course are obtainable from Management Courses Ltd, 
18 Hanover Street, London, Wr. 


THE ACCOUNTANTS' CHRISTIAN 
FELLOWSHIP 


Mr Maurice Parsons, a director of the Bank of England, 
will give a talk on ‘Christianity and the City’ at 6 p.m. 
next Tuesday in the Oak Hali of the Institute, Moor- 
gate Place, London, ЕС2. After the meeting there will 
be a short discussion. 


LONDON STUDENTS' SOCIETY 


The following meetings of the London Chartered 
Accountant Students! Society will be held next week: 
Monday, 5.30 p.m., at the Institute, Moorgate Place, 
ECz: Lecture on ‘Drafting a Finance Bill’, by Mr 
Р.Н. Sée, с.в. (Parliamentary Counsel to the Treasury). 
Chairman: Mr Douglas A. Clarke, LL.B., Е.С.А. (Vice- 
President of the Students’ Society). 

Tuesday, 5.30 p.m., at the Institute: Debate on the motion 

‘Civilization is fighting a losing battle with the scientist’. 
6.25 p.m., at Bedford: Lecture on ‘Banking’, by 
Mr F. Wain (manager, Midland Bank, Bedford). 

Wednesday, 2 p.m., at Southend: Lectures on ‘Company 
law and accounts’ and ‘Issue and де аи of 
redeemable preference shares’, by Mr F. A. Eallet, 
A.A.C.C.A. 

5.30 p.m., Film and demonstration of punched-card 
accounting (limited number). 

Thursday, 5.15 p.m., at the Institute: Introductory course 
lecture on ‘Bankruptcy, liquidation and receivership’, 
by Mr A. C. Staples. 

Friday, 5.15 p.m., at the Institute: Introductory course ^ 
lectures on ‘Income tax- general introduction', by 
Mr J. Kennedy Ме пр, Е.С.А., F.T.L.I., F.R.ECON.S., 
and "The law of agreements and damages’, by Mr A. C. 


Staples. 
CORRECTION 


We regret that in our report last week of the dinner of 
the Scottish Chartered Accountants in London, a line 
of type was omitted from the speech of Mr Alexander 
McKellar, c.a., President of the Scottish Institute. 
Referring to a recent book in which tax inspectors 
and accountants are criticized, Mr McKellar did in 
fact say: "This author's venom is not, however, con- 
fined to the inspectors. He says that a person should 
not employ an accountant because he does not know 
enough about the law, and not a lawyer because he 
does not know enough about accountancy.’ 
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The New Rating Bill 


Te post-war history of rating has been one of ex- 





pediency after expediency. It was 1948 before an Act was 

passed to reform the procedure for rating valuation and 
to resume the pre-war quinquennial revaluations. The new 
valuation lists were to come into force in April 1952 but successive 
postponements brought the date back to April 1956. Even so, the 
Government baulked at re-rating dwelling-houses at their real 
current value and accordingly in 1953 it caused an Act to be 
passed under which for the first valuation an entirely hypothetical 
basis was to be adopted; current rental value was to be ignored 
and substituted by a notional rent which might have been obtained 
in 1939, on certain elaborate assumptions. Existing assessments on 
houses are on this basis. 

The second revaluation has been postponed to come into force 
not in April 1961 but in April 1963. Even so, the Government is 
still somewhat chary of exposing all occupiers to the full rigour 
of rates on current values. Accordingly, clause 2 of the Rating 
and Valuation Bill published last week gives to THE MINISTER OF 
HOUSING AND LOCAL GOVERNMENT power to make orders reducing 
the rateable values by a stated percentage, which may be different 
in different areas. When the Act of 1953 provided for an artificial 
basis of valuation, we asked in our issue of May 16th, 1953, the 
following question: 

‘If it is desired to relieve private dwelling-houses from some of the 
burden of rates, surely a more intelligent method would be to value 
them on a realistic basis and then to provide that only a specific 


arithmetical proportion is actually to be charged to rates. What is 
the relevance of what might have been in June 1939?” 


The new proposal in clause 2 in effect adopts this suggestion. It 
applies for the five years during which the new list will be in 
operation, i.e. 1963 to 1968. What the reductions will be, and 
where, will not be known until the new list is in an advanced state 
of preparation, in 1962. The reason why the percentage reductions 
will not be uniform throughout the country is that values may have 
gone up more steeply in some areas than others. 

Of course a general increase in valuations does not necessarily 
mean a general increase in rates. Moreover, the one-half relief 
from rates in favour of industrial and freight transport heredita- 
ments is to be withdrawn as from April 1963. This is the effect of 
clause 1 of the new Bill which provides that no reduction in rate- 
able value shall be made under Section 68 of the Local Govern- 
ment Act, 1929, for the purpose of valuation lists coming into 
force after the passing of the Bill into law. The original relief 
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granted in 1929 was three-quarters; it was 
reduced to one-half as from April 1959 by Sec- 
tion 9 of the Local Government Act, 1958. When 
this proposal was announced, we commented, in 
a leading article in our issue of February 23rd, 
1957, that it amounted to half measures. We 
pointed out that occupiers of industrial premises 
do have the advantage of deducting their rates 
for income tax and profits tax purposes, while 
the occupier of a dwelling-house does not. The 
complete re-rating of industry will of course tend 
to reduce the burden on the occupiers of houses, 
particularly in highly industrialized areas where 
rates are usually high. As at April rst, 1959, 
domestic property accounted for 47:62 per cent 
of the total rateable property in England and 
Wales, and commercial and miscellaneous pro- 
perty for 40779 per cent. Industry and freight- 
transport had a rateable value after re-rating, 
in 1959, of about £80 million, of which over 
£77 million is industry, and the two together 
represent some 114 per cent of the total rateable 
value for England and Wales. 

Rating relief for charities had reached a 
chaotic state and the short-term palliative pro- 
vided by Section 8 of the Rating and Valuation 
(Miscellaneous Provisions) Act, 1955, has given 
rise to a really remarkable spate of litigation. 
The MINISTER in January 1958 set up a committee 
on the rating of charities and kindred bodies, 
under the chairmanship of Mr JUSTICE PRITCHARD 
and the report of this committee was published in 
September of last year.* It recommended that 
all bodies which are technically charitable should 
enjoy, as of right, relief from 50 per cent of their 
rates, while rating autborities should have a 
discretion to increase the relief to the extent 
they thought fit. In relation to bodies not tech- 
nically charitable but of a kindred nature, rating 
authorities should have authority to grant relief 
at discretion. At the same time the special 
statutory reliefs for literary and scientific societies, 
voluntary schools, Sunday schools and 'ragged' 
schools should be withdrawn. 

The Government have accepted the right of 
charities to 5o per cent relief, but have excluded 
the universities and colleges which are in receipt 
of Government grant through the University. 
Grants Committee. Any increase in rates which 
falls upon universities after 1963 as a result of 


1 Cmnd. 831. H.M.S.O. Price ss net. 
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this decision will be taken into account in deter- 
mining the recurrent Exchequer grants to be paid 
to the universities in the quinquennium 1962-67. 
Clause 8 (2) of the new Bill accordingly provides" 
that rates chargeable shall not exceed one-half 
of what otherwise would have been chargeable on 


(a) any hereditament occupied by a charity 
and wholly or mainly used for charitable 
purposes (whether of that charity or of 
that and other charities); or 

(6) any other hereditament, being а heredita- 
ment held upon trust for use as an alms- 
house. 


Clause 8 (2) excludes from paragraph (a) relief 
hereditaments occupied by any of the charities 
set out in the First Schedule to the Bill, i.e. the^ 
universities. The MINISTER is given power to. 
add to or subtract from the list of institutions 
set out. 

The discretionary power to remit rates is set 
out in clause 8 (4). It applies to 


(а) hereditaments falling within (а) or (b) of 
clause 8 (1); 

(b) any other hereditament which is occupied 
for the purposes of one or more institutions 
or other organizations which are not estab- 
lished or conducted for profit and whose 
main objects are charitable or are other- 
wise concerned with philanthropy or the: 
advancement of religion, education or 
social welfare or are concerned with science, 
literature or the fine arts; 

any other hereditament which is occupied 
for the purposes of a club, society or other 
organization not established or conducted 
for profit and is wholly or mainly used for 
purposes of recreation. 


(6) 


‘Charity’ is defined as meaning an institution or 
other organization established for charitable pur- 
poses only, ie. the income tax definition, with 
all its rich case law, is imported into rating law. 
‘Organization’ includes any persons admini- 
stering a trust. These new provisions do not apply, 
to the current valuation list. When they come 
into force certain statutory exemptions are to be 
withdrawn. 

Part II of the Bill consists of a new code for 
valuing water undertakings. There are also 
detailed changes in regard to administration and 
appeals. 
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The Trustee Investments Bill 


HE purpose of the Trustee Investments 
Bill, which was presented and read for 


the first time in the House of Lords last 
Friday, is to give general effect to the proposals 
contained in the White Paper, Powers of Invest- 
ment of Trustees in Great Britain, published in 
December 1959.1 

The Bill applies to trustees in England and 
Wales and in Scotland and provides for a very 
considerable extension of the range of trustee 
investments while yet providing safeguards for 
_trust funds which appear to be entirely adequate. 

Permissible investments, details of which are set 

“out in Parts I, II and III of the First Schedule, 
are divided into two classes, to which are given 
the names of ‘narrower-range investments’ (Parts 
Тапа П) and ‘wider-range investments’ (Part ITI) 
respectively. Unless the Act or instrument con- 
stituting the trust gives them wider powers, the 
trustees must divide the trust fund into two parts 
if they desire to invest in securities in the wider 
range; while there is nothing to prevent the 
trustees from investing the whole of the trust 
fund in securities within the narrow range, they 
may invest only one part of the divided fund in 

` wider-range investments. The two parts must be 
equal at the time of division, and, in general, 
once the division has been made it is permanent. 
Any new property coming into the trust fund, 
and any property taken out of it, will be divided 
equally (or compensating adjustments will be 
made to that end) so as to preserve the basis of 
equality; but property accruing to the fund 
through the exercise of rights will belong to the 
part whence the rights arose. 

No provision of any Act or instrument relating 
to the powers of the trustees passed or made 
before the proposed Act is passed is to limit the 
new powers of investment. Investment powers 
derived from elsewhere may be used in con- 

junction with the new powers subject to this 
limitation, that when the powers are used jointly, 
in so far as they are used in respect of investments 
other than in fixed-interest securities, they can be 
made only with property comprised in the wider- 
range part of the fund. 


1 The Accountant, January and, 1960. 


A duty is placed upon a trustee to obtain 
‘proper advice’ - which means the advice of a 
person who is reasonably believed by the trustee 
to be qualified by his ability in, and practical 
experience of, financial matters — before investing 
in any manner specified in either Part II or 
Part ПТ of the First Schedule. This means that 
trustees will nearly always have to take advice, 
even when investing the narrower-range part of 
the trust fund, since Part I of the First Schedule 
comprises only Defence Bonds, National Savings 
Certificates, Ulster Savings Certificates, deposits 
in the Post Office Savings Bank, ordinary deposits 
in a trustee savings bank and deposits in a bank 
or department thereof certified under Section 9 
(3) of the Finance Act, 1956. It may be observed 
that in guiding the trustee as to who is a proper 
person to give advice the Bill departs from the 
reference in the White Paper to 'a competent 
professional financial adviser such as a stock- 
broker, accountant, or bank manager". 

Part II of the First Schedule includes, in par- 
ticular, the ordinary 'gilt-edged' stocks, mort- 
gages (limited in the case of leasehold land to 
land where the lease has not less than sixty years 
to run), loans or heritable securities in Scotland, 
and debentures issued in the United Kingdom 
by a company incorporated there, being deben- 
tures registered there and not, under their terms 
of issue, convertible into shares. Part ПІ com- 
prises ‘equities’. Part IV places limitations on the 
securities mentioned in Part II and III: in par- 
ticular, they do not include shares or debentures 
of an incorporated company of which the total 
issued and paid-up share capital is less than one 
million pounds; or shares or debentures in an 
incorporated company which has not in each of 
the five years immediately preceding the calendar 
year in which the investment is made paid a 
dividend on all the ordinary shares issued by it, 
excluding any shares issued after the dividend 
was declared. The further restriction proposed in 
the White Paper, limiting the amount which might 
be invested in any one company, or unit trust, or in 
the shares of any one building society, to not more 
than one-tenth of the fund or £250, whichever 
might be the greater, does not appear in the Bill. 
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Budgetary Control of Production Overheads-4 


by R. G. H. NELSON, F.C.A., F.C.W.A. 


The Overheads Budget 

N the first article of this series brief considera- 
је was given to the method of establishing 

an overhead budget, and the point was made 
that overhead expenditure can be planned only 
in the context of forecast production and sales 
volumes. It is desirable to examine more closely 
the factors which influence the level of overhead 
cost; and an attempt to indicate these diagram- 
matically for production overheads is made in 
the accompanying chart. 

The chart commences by assuming three 

policy decisions: 

(a) what is to be made (product range); 

(b) product volume; 

(c) size of plant which, as the double-ended 
arrow indicates, is partly determined by 
the implications of the first two decisions. 

All expenditure, whether direct or indirect, is 

seen to be related to these decisions. 


Product Range and Size of Facility | 


Decisions regarding product range and size of 
plant, once taken, are not easy to change during 
the course of a year, which is the normal duration 
of an operating budget. If any significant adjust- 
ment were proposed one may presume that it 
would affect the whole profit plan and involve the 
preparation of completely new budgets. Expendi- 
ture dependent on these decisions will in general 
not vary appreciably during the year from the 
amounts originally budgeted. For control pur- 
poses in a short period, therefore, actual expendi- 
ture can be compared with an appropriate 
portion of the original budget. The items noted 
in the chart are as follows: 


(a) Dependent on product range. 

(i) Number and remuneration of tool-makers, 
draughtsmen, estimators and planners. 'There may 
be occasional overtime worked by these people 


Previous articles in this series were: I — ‘Collecting budget 
information’, The Accountant, October 3rd, 1959, issue; 
П — ‘Cash forecasting and working capital position’, 
October 17th, 1959, issue; ПІ – ‘Control of capital expendi- 
ture’, November 28th, 1959, issue; Iv- ‘Productive labour 
costing’ ; December 26th, 1959, issue; V — ‘Productive 
materials control’, March 26th, 1960, issue; VI — ‘Credit 
control", June 11th, 1960, issue; VII — “The problem of 
overtime’, July 3oth, 1960, issue. The present article com- 
pletes the series. 


because the programme for introducing planned 
products or unforeseen changes in specification, 
do not permit the planning load to be spread 
evenly over the year; or because delays in 
development or in procurement of components 
and tools causes the work of preparing final 
production layouts to be compressed into an 
unduly short time. Such factors must be regarded 
as controllable, and would not justify any special 
budget allowances when comparing actual costs 
against budget. 

(ii) Cost of tools (other than consumable tools). 

(ui) The range of direct materials will obviously 
depend on the extent of the product range and 
this factor will be one of those influencing the 
size of storage area required, and possibly the 
number of purchasing and store-keeping per- 
sonnel. 


(b) Dependent on size of plant 

(1) Premises charges, such as rent, rates, heating, 
factory maintenance and cleaning costs. Lighting 
also falls under this heading, but part of the units 
charged may result from overtime work linked 
with product volume or labour efficiency. 

Insurance is not noted on the chart in view of 
the wide range of risks against which one may 
insure. In some cases the premium will be fixed 
(fire insurance on the premises) and in other 
cases on a declaration basis (insurance of stocks). 

(ii) Size and remuneration of management team. 
So far as this is not determined by purely 
personal considerations it will depend on the 
size and complexity of the organization. 


Effects of Changes in Product Volume 
The two policy decisions considered so far are 
very considerably within the control of manage- 
ment. The third decision, product volume 
(including the mix of volumes within the product. 
range) is ultimately subject to fluctuations in/^ 
consumer demand and to the impossibility of 
predicting that demand precisely. 

The demand effect may be cushioned by 
stock holding of finished parts or products. Some 
enterprises will have a more stable outlet for 
their goods and services than others. For some 
industries, demand may be in excess of market 
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supply, though unless heavy capital outlay is 
necessary to increase output this position of 
disequilibrium is likely to be short lived. In 

- general, one must expect some variation from 
forecast volume or mix of production. The 
immediate impact of volume changes is obviously 
on the direct factors of production — man-hours, 
machine-hours and material usage – but these 
factors are effected also in an often arbitrary 
manner by the human factor, in other words by 
inefficiency and waste. 

Fluctuations in product volume are reflected 
in variations in standard hours of working and 
standard quantities of material used. 

These variations in standard units are con- 
verted into variations in actual units (actual 
hours worked, actual quantities of material 
consumed) by the factor of efficiency. It is an 
advantage of standard costing that it reveals the 
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money value of these differences on conversion 
in the form of variance accounts. 

Under an historical costing system such 
variances are segregated only to the extent that 
they give rise to a tangible by-product, namely, 
scrap; and the cost of scrap is then frequently 
treated as a production overhead cost which will 
usually be regarded as directly variable with the 
volume of production. 


Overhead Material Costs 

The usage of such indirect production materials 
as are built into the product or used in standard 
quantities per unit in cleaning or testing the 
product, should vary in accordance with the 
volume of production. 

The prices of these and other materials will 
vary from time to time and where there are 
general price changes due, for example, to wage 
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adjustments or to long-term movements in raw 
material prices, then it should be possible to 
calculate budget allowances on а percentage 
basis. 

If fluctuations in the volume of business are 
liable to affect quantity discount on purchases 
it should be possible to calculate budget adjust- 
ments on a sliding scale; but whether this is 
necessary will depend on the significance of such 
variations. In all other cases it would not normally 
be worth while to flex the basic budget. 

The main difficulty with material price changes 
will be the phasing of budget allowances to take 
account of the exhaustion of stocks at the old 
prices. Where standard costing is in use, it may 
be possible to overcome this difficulty by chang- 
ing standards and revaluing existing stocks at 
the new standard. 


Overhead Labour Costs 


In considering labour, one has to take account 
not only of the distinction between standard 
hours produced and actual hours worked, but 
also of the facts that: 


(a) The number of men employed will not 
vary precisely with the number of hours 
worked even within the same grade of 
skill, because a man’s working hours can 
fluctuate within fairly wide limits. 

(b) At the upper end of such limits overtime 
premiums will be payable; and the premium 
rate will be determined by the super- 
imposed framework of clock and calendar 
time. 

For the purposes of the chart it has been 

assumed: 


(1) That the cost of inspection will be governed 
directly by the volume of production 
(standard hours produced). 

(2) That the number and basic pay of super- 
visors and certain other indirect personnel 
will be determined by the number of direct 
Workers; and 


(3) That the overtime pay of such people will 
be governed mainly by the direct labour 
hours actually worked. 

Direct labour overtime will be determined by 
the balance between the number of direct workers 
available and the actual working hours required 
at current levels of efficiency. The problem of 
overtime cost control for both direct and indirect 
workers was dealt with in a previous article in 
this series (see footnote on page 664). So far as 
idle time is permissible for productive labour, 
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the budget allowance for it will be in ‘minus’ 
overtime allowances emerging from the formula 


given in that article. 4 
Machine Costs 


Productive machine hours will be influenced to 
a high degree by the volume of production but 
they will be affected also by the efficiency of the 
operating labour. In general, however, the budget 
for machine running costs such as power and 
lubricants can be flexed in line with production 
volume. 

The running hours of a machine are even 
more flexible than the working hours of a man, 
so that the number of machines in use will be 
determined on grounds of policy and of the space 
available. For this reason, costs which are 
dependent on the number of machines will 
normally be regarded as fixed. Such costs "X. 
include the remuneration of setters and the сав 
of depreciation if calculated on the traditionai .“ 
basis of annual write-off. 

The problem of machine maintenance cost 
requires detailed study in the circumstances of 
each case; but broadly the size of the mainten- 
ance team will depend on the number of machines 
in use, and the value of the maintenance materials 
used will be effected by the running time of the 
machines —that is to say by the volume of 
production. 


The Flexible Budget 


To summarize, a budget of production overheads 
is related to underlying policy decisions which 
will themselves be derived from a consideration 
of the operative governing factors for the period 
of review. 

If there is any change in the governing factors, 
then the original budget becomes inapplicable to 
the new set of conditions. Actual overhead costs 
can be compared for the purpose of control only 
with an adjusted budget, flexed in accordance 
with those conditions by the calculation of 
revised budget allowances. 

An exact calculation of the overhead allow- 
ance applicable to each possible level of pro- 
duction is normally impracticable. Both the 
volume of production and the amount of еасћ/“ 
type of overhead expenditure vary in discrete 
amounts or ‘steps’. The overhead steps may be 
very small or very large. They may occur in 
close succession or at infrequent intervals in 
relation to the volume of production. 

In practice, therefore, types of expenditure 
varying in closely-spaced steps are regarded as 
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Capital for Industry 
& Commerce 


in the form of long-period loans on fixed terms 


and share capital —preference and ordinary. 


INDUSTRIAL é COMMERCIAL 
FINANCE CORPORATION 
LIMITED 


has opened new branches to serve the West Country 


and the West of Scotland: 


BRISTOL 1 
Pearl Assurance House, Queen Square 
Bristol 292081 


GL4scow C.1 
Grosvenor Buildings, 68 Gordon Street 
Central 2844 


*CAPITAL FOR BUSINESS' 
which explains what the Corporation can do 
will be sent on request. 


HEAD OFFICE 
7 Drapers’ Gardens, London EC2 
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PENSIONS 
FOR | 
EMPLOYEES 


an urgent 


problem 


The National Insurance Act, 1959, gives 
employers the opportunity under certain 
conditions of contracting out of the graduated 
part of the State pension scheme. The whole 
subject of pensions for employees is both com- 
plicated and urgent. Every employer should 
seek expert advice before taking a decision. 


The Norwich Union offers assistance and 
guidance on these problems through their 
Pensions Consultants, men with wide experience 
and expert knowledge. 


Where pension schemes are arranged with 
the Norwich Union, the Society will carry out 
all the negotiations necessary with the Registrar 
and the Inland Revenue to secure the Certificate 
of Non-participation permitting the firm to 
contract out of the State scheme. 

A new booklet has just been produced by 


the Norwich Union to assist employers with 
this urgent problem. 





Post the coupon NOW for a copy 


NORWICH | 


~ UNION 


INSURANCE SOCIETIES 
10-18 Surrey Street, NORWICH, NOR 88A. 


You may send me, without obligation, a copy of the Norwich 
Union's booklet relating to Pension Schemes. 


Company ........................ 


DLL 
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Many a man who smokes a pipe has never smoked 
Exmoor Hunt in it. And that, Exmoor being what 
it is, is a great shame. 

We think you'd enjoy Exmoor Hunt as you've never 
enjoyed tobacco before. We could be prejudiced, of 
course, but there are lots of people besides ourselves 
who feel the same about it. 


Exmoor Hunt is a mixture. A remarkably good 
mixture. Popular. And deservedly so. 





Ж Not that there’s anything new about Exmoor Hunt. 

It is simply an extra-mellow mixture of fine quality 

tobaccos blended with more than ordinary skill. Try it. 

We think Exmoor would soon stake its claim to your very 
best pipe. 


Broad or Medium Cut 
102-4/95 2025-9/7 
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infinitely ‘variable’ with production; and those 

which vary at intervals of quantity larger than 

the anticipated range of output during the 
^ budget period are classed as ‘fixed’. 

This still leaves a number of intermediate 
'semi-variable' items, for which special tables of 
allowance may be devised. Whatever system of 
flexing is used, it must be acceptable to shop- 
floor management as an instrument of control; 
and this means that the simplest practicable 
system should normally be used. 


It has been suggested that one possible system ` 


is to treat all overheads as fixed except: 

(а) Variable with volume of production. Scrap. 
Some indirect materials. Inspection. Machine 
running costs and maintenance materials. 
Direct labour overtime and idle time. 

€ (b) Variable with number of direct workers. Basic 

pay of supervisors and many indirect personnel. 

(c) Variable with production hours worked. Indirect 

overtime pay. 

It is not suggested, however, that this broad 
approach is adequate when considering major 
policy decisions (for example, the installation of 
new plant and equipment), for which a more 
precise assessment of cost on a marginal basis 
may be necessary. 


m 


Phasing 
It has been assumed so far that actual expendi- 
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ture will be comparable with the flexed budget. 
Over the whole budget period this should be so, 
but for shorter periods (say monthly) compar- 
ability will be achieved only if: 


(а) The budget is broken down over such periods 
(is ‘phased’) in accordance with the proportion 
of expenditure expected to be incurred in each 
period. Thus, for example, a provision for 
wage increases would be included in the budget 
for those months to which the increase was. 
expected to apply. 

(6) Alternatively, accrual and prepayment adjust- 
ments of overhead expenditure are made in 
the accounting records so as to spread the 
year's expenditure regularly over individual 
months and to make it comparable with an 
unphased budget. The latter alternative is 
obviously the more laborious and could lead to 
unrealistic financial accounting, as for example 
if accruals were made in the early months of 
the year on a purely estimated basis in respect 
of maintenance work to be carried out during 
the summer holidays. 


Unless expenditure is accrued in exact propor- 
tion to the planned incidence of the base used 
for overhead recovery (whether this be direct 
labour cost, production hours, units produced, 
or some other base), there will obviously be 
budgeted under- or over-recoveries month by 
month, compensating presumably to give a ‘nil’ 
recovery variance at year-end. 


The Accounting World 


TOPICS OF PROFESSIONAL INTEREST FROM OTHER COUNTRIES 


UNITED STATES 


Accounting Trends 


HE 1960 edition of the continuous survey of 
published company accounts undertaken by the 
American Institute of Certified Public Accountants 
demonstrates that the language of financial statements 
is becoming more explicit and that a greater volume 
of information is being given to shareholders.! Both 
of these trends are welcome and all the more so 
because they are going in the same direction as 
current United Kingdom practice. Admittedly, the 
\form of company accounts in Britain has been 
moulded to some extent by statutory requirements, 
the provision of comparative figures being an example. 
In the United States, the presentation of the results 
of the previous year side by side with the current year. 
is not obligatory, but in 1959, 72 per cent of the 600° 
1 Accounting Trends and Techniques. Fourteenth edition, 


1960. (American Institute of Certified Public Accountants. 
New York. $18.) 


companies which comprise the basis of the survey, 
recognized the common sense of doing so, as against 
48 per cent in 1950. 

The Americans go even further in their com- 
parisons in that 7o per cent of the sample, according 
to the latest statistics, showed financial summaries 
going back for five or ten years. This is a refinement 
which might well be more extensively adopted in the 
United Kingdom, for the immediately recognizable 
reason that present results may be seen in better 
perspective and future results more accurately fore- 
cast from a study of the relevant records of the past. 

Another trend noted in this year's survey of ‘the 
gallant six hundred' is that the terminology used in 
financial statements continues to be more closely 
descriptive of their contents. Notable in this context 
is the decline of the term ‘profit and loss account’, 
once universally in favour. Only twenty-eight of the 
600 accounts scrutinized retained 1t, the most 
popular replacements being ‘income statement’ (380 
companies) and ‘earnings statement’ (150 companies). 
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The long familiar ‘balance sheet’ is also under fire, 
but still holds a long lead with 458 adherents, the 
next popular being ‘financial position’ and ‘financial 
condition’. The character of this document remains 
staunchly conservative, 524 companies producing the 
two-sided form. | | 

Among the many new features in this remarkably 
well-documented and indexed symposium of account- 
ing practice are those on the treatment of associated 
(or 50 per cent jointly owned) companies and on 
events occurring or becoming known subsequent to 
the end of the financial year which may have a material 
effect on the related accounts. 


New Research by American Institute 


* ACCOUNTING for costs of pension plans’ is 

one of two new subjects added to the agenda of 
the accounting research division of the American 
Institute of Certified Public Accountants. This new 
project will investigate the subject more thoroughly 
than was possible in the past under the Institute’s 
Committee on Accounting Procedure and will review 
the existing bulletins issued by that committee. 

The second, and particularly interesting, investi- 
gation will be into ‘cash flow’ statements and analysis. 
It is stated that, recently, financial analysts and others 
have experimented with revised earnings figures to 
put them on a ‘cash flow’ basis, and the new study will 
examine analyses of this sort as well as pointing out 
any dangers in the misuse of such data. It is antici- 
pated that the research will not extend into the area of 
cash budgeting or similar managerial problems, but 
will be concentrated instead upon the information for 
shareholders contained in company annual reports. 

Readers interested in submitting comments or 
suggestions on the two projects should address their 
correspondence to Mr Maurice Moonitz, Director of 
Accounting Research, American Institute of Certified 
Public Accountants, 270 Madison Avenue, New York, 


CANADA 
Employees’ Expenses 
N interesting booklet comparing the treatment of 
employees’ expenses in the United Kingdom, the 
United States and Canada has been published by the 
Canadian Tax Foundation. 

Entitled Employees’ Deductions under the Income Tax 
the booklet contains ten pages devoted to the United 
Kingdom system, four to that in the United States 
and nine pages to the system in Canada. The author, 
Miss Gwyneth McGregor, states that the origin and 
purpose of Schedule E as it applied in the United 
Kingdom before 1922 are clear enough, but its appli- 
cation thereafter remains unexplained, as does 
Canada’s use of it even before 1922. Its continued use 
in both countries into an age when concepts of the 
deductibility of business expenses are changing and 
broadening is also inexplicable, she states, except upon 


THE 
ACCOUNTANT 


November 26th, 1960° 


the practical ground of the administrative difficulties 
involved in a major change. 

The evidence from the survey is that employees in 
the United Kingdom are treated more rigorously in 
practice than in either of the other two countries. 


Tax Conference 

HE annual tax conference of the Canadian Tax 

Foundation was held at The Royal York Hotel, 
Toronto, from November 14th to 16th. Papers were 
presented on ‘Investment, savings and taxes’, 
‘Government expenditures’ and ‘Corporate surplus’. 
A total of thirteen panel sessions were held when 
subjects discussed included ‘Profit-sharing legislation’, 
‘Retail sales taxes’ and ‘Computation of income from 
multiple sources’, 

The Canadian Tax Foundation was established by 
the Canadian Bar Association, together with the Cana- 
dian Institute of Chartered Accountants, and holds this 
annual conference as part of its work towards Dd" 
improvement and wider understanding of th 
Canadian tax system. 


NEW ZEALAND 


Society's Year-Book 


НЕ New Zealand Society of Accountants Year- 

Book for 1960 shows that membership of the 
Society increased by 171 over the preceding year, 
bringing the total number of members to 6,722. Of 
these, 4,715 are situated in North Island, 1,760 in 
South Island, and 247 overseas. The Year-Book 
shows that 1,863 members are in practice, while 
there are 4,538 not in practice. 

The new book, which extends to 391 pages, 
contains alphabetical and topographical lists of 
members, together with the names of members of the 
fifty-second Council and details of the membership 
of the Council's twelve committees. À scale of fees 
which the Council of the Society recommends should 
be used by members as a basis for fixing fees is also 
included. 


AUSTRALIA 


Committee on Share Transfers 


HE many problems connected with the out- 
dated system of share transfers are being 
approached by the Australian stock exchanges. The 
Melbourne Stock Exchange, which has already 
simplified the procedure for the transfer of mining 


shares, is now to examine the system in its entirety. / | 


It has set up a special committee comprising 
representatives of The Institute of Chartered 
Accountants in Australia, the Law Institute, the 
institute of Secretaries, the Trustee Companies’ 
Association of Australia and the Stock Exchange 
itself. The committee’s recommendations to over- 
come the delays arising in share transfers will be 
awaited with interest. 


^ 
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Taxing Capital Profits 
ETERMINING the basis for the assessment of 
taxes is complicated for businesses because of 

the two different types of profit which the accounts 
may show, namely, operating profits and exceptional 
profits. Accountants attempt to use the profit and 
loss account to measure operating profit, and deal 
with other forms of profit outside the profit and loss 
account, preferably by calling them ‘capital profits’. 
In the assessment of a business to income tax, current 
practice regards the operating profit as the income 
of the business, and difficulties arise when the tax 
authorities endeavour to include other revenues with 
this figure. 

This is a problem which is not peculiar to one 
country. In France, where company income tax was 
introduced by a law of 1917, the Revenue authorities 
interpreted the law to include the proceeds of all 


- - operations aimed at earning a profit (toutes operations 


lucratives) and, in particular, profit on the sale of any 
asset. In 1924, it was decided by the authorities that 
the proceeds of sale of the goodwill of a business were 
not to be included in taxable profit, and it was clearly 
specified that only profit realized on the.sale of the 
business as a whole would escape taxation, profits on 
the sale of individual assets or groups of assets 
remaining taxable. However, in 1934 the tax authori- 
ties gained a decisive victory over the taxpayer and 
it was decreed that all business profits were taxable, 
whether earned during its lifetime or after operations 
had ceased. Legislation of 1941, which has been 
incorporated into the recent tax reforms, laid down 
that business profit is the difference between the net 
assets of a business at the beginning of a period and 
those at the end. 

Examining this question in a recent issue of the 
Bulletin de la Société de Comptabilité de France, a 
contributor stated that to an accountant a capital 
profit was the difference between the sale price of an 
asset and its cost reduced by depreciation. This profit 
resulted from three factors -sale price, cost price 
and depreciation -- but the factor cost price was a 
constant. Hence, the capital profit could only result 
from excessive depreciation or the appreciation in 
value of the asset. If the former, then to tax it would 
appear justifiable, since the excessive depreciation 
had been charged against past profits. But a different 
picture emerged where the capital profit was the 
consequence of an appreciation in value. 

This could have several causes, either environ- 
mental, or outside the control of the proprietor, or 
"managerial due to his efforts. Under the former 
heading came the depreciation in the value of the 
currency, under the latter the increase in the value 
of a business which was characterized as goodwill. 
These causes could all be ascribed to capital, and to • 
tax them was, in effect, to tax capital, which was not 
the proper function of an income tax statute. А 

The author pointed out that although there might 
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conceivably be some moral justification for taxing 
capital profits which represented a true enrichment 
of the business, there could be none for taxing those 
which arose from the depreciation of the currency. 
Nor did he see any justice in taxing goodwill, for the 
profits earned by a good management were taxed as 
such; and if the discounted present value of future 
profits were taxed on the sale of the goodwill, then 
this was double taxation of the same profits. 

It was usually impossible to separate the different 
causes of a capital profit, which was probably why 
the French Government taxed them all impartially. 
Nevertheless, when a currency rapidly deteriorated 
in value this factor became the dominant element in 
capital profits. To compensate for this, French law 
had introduced various practices in mitigation of its 
severest provisions. The author enumerated these 
practices which exempted certain types of capital 
profit from taxation, particularly those which applied 
to certain sectors of the economy (e.g. agriculture). 


SOUTH AFRICA 


Preparing for Decimalization 


Eb Decimalization Board has approved the 
distribution of several million educational posters 
and pamphlets in the Union and South-West Africa 
to ensure that the public will be reasonably prepared 
for the change-over to the new rand/cent currency 
system which comes into effect on February 14th 
next. : ' 

Most of the material will be available in English, 
Afrikaans, German and the major Bantu languages. 
A five-colour poster will illustrate the new coins 
and notes in their exact sizes and colours, and will 
also show their relationship to existing currency. 

The first decimal coins were struck at the South 
African Mint in September. It is hoped to produce 
thirty million cent and half-cent pieces, and about 
five million of the new silver decimal coins. The 
Mint aims to have these distributed to banks in time 
to put into circulation on the change-over date. 


EAST AFRICA 


Decimal Coinage 


T three British High Commission Territories 
of Basutoland, Swaziland and Bechuanaland will 
not be contributing any share of the cost to the 
Decimalization Board of South Africa when these 
three territories change over to the South Africán 
rand/cent decimal coinage system on February 
14th, т9бг ~ опіу certain compensation liabilities 
arising in the territories out of the change-over. This 
was stated on November 8th by Mr Duncan Sandys, 
Secretary of State for Commonwealth Relations. He 
confirmed that the three territories are adopting the 
South African decimal coinage system with his 


authority and approval. __ 
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This contribution will be recognized as being of considerable topical interest. It 

may not contain a great deal that is new to experienced readers, but it should 

certainly be of value to students, non-professional readers and, perhaps, 
newly-qualified members of the profession. 


NCOME tax is the most important of the Inland 
[= duties in force in Great Britain, pro- 

ducing in 1958-59 over £2,300 million – almost 
three-quarters of the total duties raised. It is charged 
on all income which has its origin in the United 
Kingdom and on all income arising abroad, with 
certain exceptions, of persons and companies resident 
in the United Kingdom. 

Income, which incidentally is not defined for tax 
purposes, is classified under five main headings 
according to the nature of its source, and for the 
individual the tax is graduated by means of a number 
of allowances, reliefs and reduced rates. Earned and 
unearned income is distinguished; companies are not 
entitled to personal allowances and reliefs, but income 
distributed by them is taxed by deduction from the 
payments at the time they are made. 

Agreements are in force with most of the Common- 
wealth and many foreign countries under which 
certain classes of income arising in one country are 
exempt from that country’s tax if they reach the 
hands of a resident of the other country who is 
charged to tax there. Further, when income is 
doubly taxed, there may be a relief granted by the 
British tax authorities against the British tax borne 
on the overseas income; and where there is no 
agreement in force, United Kingdom residents may 
-get unilateral relief, against United Kingdom tax on 
income arising abroad, to the corresponding foreign 
taxes on it. 

The total staff of the Inland Revenue Department 
in March 1959 was nearly 53,000, but it has not yet 
been possible to suggest a satisfactory basis for 
ascertaining the cost of collection of the main taxes 
concerned. The estimated number of individuals 
chargeable with tax for 1958-59 was almost 18 million 
and when it is remembered that the general scheme 
of tax which endures today was set up by an Act of 
Parliament passed in 1806, repealed in 1816, re- 
-appearing with amendments in 1842, subsequently 
consolidated with amendments in 1918 and again 
consolidated in 1952, it is not difficult to appreciate 
that the very great measure of success which has 
attended .the administration of tax assessment and 
collection in Great Britain, is due to the flexibility of 
the machinery and the cordiality of the relationship 
which subsists in general between the officials of the 
Inland Revenue Department and the accountants 
who advise and act on behalf of the taxpayer. Adam 


The substance of a paper presented to accountants in 
Tel-Aviv during a visit to Israel by the author this summer. 


Smith’s well-known dictum that ‘the tax which each 
individual is bound to pay ought to be certain and 
not arbitrary’ is indeed a theoretical ideal; but there 
can be no doubt in the minds of those concerned 
with the day-to-day assessment and administration 
of income tax, that in the United Kingdom, the 
flexible and informal channels of communication, 
when properly respected, between the accountants 
and the Inland Revenue, is one of the factors which 
helps to bring about as close an approximation to 
Adam Smith's ideal as is possible within the frame- — 
work of the tax codes, such codes and practices 
being dependent so largely for their smooth workings 
on human abilities and human shortcomings. 


Tax Administration 


Firstly, a brief word as to the administration of income 
tax in Great Britain today, as some of its features are 
unique and are not found elsewhere. The assessment, 
agreement and collection of income tax is mainly 
carried out by Civil Servants under Treasury control, 
but there are also bodies of persons who not only are 
not appointed by the Crown but are not in any way 
subject to the control of the Crown. They formally 
make assessments and also hear appeals; there is a 
right of appeal from their decision by taxpayers or 
the Crown on points of law. 'These General Com- 
missioners, as they are designated, appoint their own 
clerks who are remunerated by the Commissioners of 
Inland Revenue. 

But to commence from the top, it is the Treasury 
which carries out the administration of public finance 
under the control of Parliament; the administration 
of the income tax Acts is, however, vested in the 
Commissioners of Inland Revenue acting as the Board 
of Inland Revenue, subject to the 'authority, direction 
and control of the Treasury’, They reach the tax- 
payer through the office of the Chief Inspector of 
'Taxes and the many district offices to be found all 
over the country – some 650 of them. These Com- 
missioners of the Board (not to be confused with the 


General Commissioners already mentioned) are in~ 


constant touch with the day-to-day administration; 
they express views on the interpretation of the Acts 
and points arising in practice and advise the staff 
when appropriate. They decide whether cases, where 
an adverse decision has been given, are to be taken 
further and whether to make a ‘test case’ of a parti- 
cular issue, They also publish a list of extra-statutory 
concessions to which reference will be made later. 
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The Inspectorate 


But accountants mainly have contacts with the 
Inspectors of Taxes, who are the representatives of 

-the Crown, and in practice are appointed by the 
Commissioners of Inland Revenue. The Chief 
Inspector is the head of the Tax Inspectorate; there 
are also a number of specialist Inspectors who deal 
with specialized matters at head office. Inspectors of 
higher grade are in charge of districts and there are 
then the Inspectors who assist the District Inspectors 
or who would be in charge of the smaller and less 
important districts. 

The main work of the Inspector is to examine 
returns and accounts, compute profits in accordance 
with the Acts or case law, calculate capital allowances, 
investigate cases where insufficient returns of income 
have been made and in other cases, negotiate settle- 
ments. He will agree accounts or figures for sub- 

rani to the General Commissioners (or Special 
issioners referred to later) in order to determine 
a previous appeal, but by far the larger number of 
cases are agreed by the Inspector without a formal 
hearing. If agreement is not reached, the Inspector 
wil usualy represent the Crown at the appeal, 
although in difficult and novel cases, the Crown may 
be represented by Counsel. He has the right to be 
present during the hearing of the appeal but пої dur- 
ing the private consideration of their decision by the 
Commissioners, when the taxpayer, his agent and 
any representative of the Crown must retire. Both the 
Inspector and the taxpayer have the right to express 
dissatisfaction with the result of the appeal. 


General Commissioners 


~ I now wish to refer in more detail to the General or 
Local Commissioners. As already stated, they are 
entirely independent of control by the Crown. They 
may appoint other persons to be Additional Com- 
missioners, and any General Commissioner may act 
as an Additional Commissioner. These local Com- 
missioners are not entitled to any remuneration but 
as from August rst, 1958, they are entitled to 
travelling and lodging allowance. They are laymen 
and are not required to have any specialized know- 
ledge of income tax. Often, they are local business and 


professional men with practical knowledge of local 


conditions. But their clerk is usually a qualified lawyer 
or a person with great income tax knowledge. The 
Income Tax Act of 1952 contains the statutory 
qualification for appointment, being based on the 
ownership of property. The Local Commissioners 
\are appointed for ‘divisions’ which do not necessarily 
correspond with the tax districts administered by 


the Inspectors. New Commissioners until recently 


were appointed by the existing ones, the original 
choice being made by the Land Tax Commissioners, 
but this system has been superseded and by an. Act 
of 1958, vacancies as from July 156, 1960, will be 
filled by persons appointed by the Lord Chancellor. 


Also, as from ‘August ist, 1958, the property qualifi- . 
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cation for. Local and Additional Commissioners has 
been abolished. 

The powers of General Commissioners are very 
extensive, but in general it would be true to say that 
their assessing powers have been reduced, whereas 
their appellate or judicial function has not been 
affected. This latter function relates to the hearing of 
appeals against assessments, as already stated. In 
addition, certain claims for relief have to be proved 
before these Commissioners. Appeals must be heard 
by a quorum of at least two General Commissioners 
attended by the clerk. 'The proceedings may be 
somewhat informal, both Inspector and appellant 
being heard. But informality should not be mistaken 
for lack of importance, because no assessment may 
be altered, except on appeal, and the Local Com- 
missioners having knowledge of local conditions, are 
able to give sound decisions where the parties 
disagree, particularly in the absence of proper records. 
Their decision is final on questions of fact, but on 
points of law, appeal may bé made to the High Court. 

It should be stressed again that in the main, only a: 
formal determination by the Commissioners is 
required, as so many matters are agreed between the 
taxpayer or his accountant and the Inspector. What 
is very important to remember is that under the Act 
of 1952, the Commissioners may require production 
of certain information relating to the appellant’s 
affairs and the Inspector has the right of access to this. 

Certain proceedings for penalties may be taken by 
the General Commissioners, who also have powers of 
surcharge where an Inspector ‘discovers’ that a 
person liable has not been charged. Under the Act 
of 1918, the General Commissioners had the power 
to imprison for debt, but this power was not repro- 
duced in the 1952 Act, and has effectively been ` 
repealed. To appreciate the excellent relationship 
which exists in the main between accountants and 
the Inland Revenue, the democratic principle as 
evidenced by the powers and functions of the General 
Commissioners cannot be emphasized too often. 


Special Commissioners 


But there is also another body, namely, the Special 
Commissioners, who are appointed by the Treasury, 
which fixes their salaries. These paid officials almost 
always possess legal qualifications and have extensive 
experience of income tax law. The appointment is 
full-time and their duties are administrative and 
appellate. Although paid by the Crown, they act 
independently, just like the General Commissioners 
who are unpaid. у ` 

Whether an appeal is heard by the General: or 
Special Commissioners is a matter for the appellant 
to decide; it is generally felt that the particular 
feature to be considered is that the General Com- 
missioners have the local knowledge, the Special, 
the technical experience. It may seem odd that the 
Special Commissioners, appointed and paid by the 
Treasury, decide cases in which the Commissioners. 
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of Inland Revenue and the Inspector are the parties 


on one side, but a Committee on Ministers’ Powers 


some years ago did report that ‘by common consent, 
this Court (of Special Commissioners) gives general 
satisfaction by its impartiality’. 

In practice, Special Commissioners who assess do 
not themselves hear appeals against their own assess- 
ments. These Commissioners have varied functions, 
particularly dealing with surtax and directions with 
regard to the income of companies that may be liable 
for assessment to surtax. Under the 1952 Act, the 
Commissioners of Inland Revenue are automati- 
cally Special Commissioners. Again, the democratic 
principle should be observed, because although the 
Acts might allow the Commissioners of Inland 
Revenue, because of their powers as Special Com- 
missioners, to be judges in their own cause, appeals 
are dealt with by the Commissioners appointed by 
the Treasury, thus contributing a real right of appeal. 


Board of Referees 


There is another tribunal known as the Board of 
Referees." Their function is to adjudicate on matters 
of a technical nature; their main function is con- 
cerned with the annual allowance for wear and tear 
of plant and machinery; they may rehear appeals 
already heard by the Special Commissioners against 
a surtax direction on a company. 

The collection of income tax is dealt with by some 
450 District Offices staffed with full-time permanent 
Civil Servants concerned only with collection. 


Responsibilities of 
Inspectors and Accountants 


Let us now pass on to the question of the responsi- 
bilities of the Inspectors and accountants. It has 
been said that they are both equally engaged in 
‘transferring money from one pocket to another, but 
the pockets are in different suits and there is a slight 
difference in the motives’. This difference, it is 
argued, accounts for a great and significant diver- 
gence of immediate responsibility. : 
The accountant is directly responsible to his client 
and acts as his agent, all within the code of the 
professional ethics which stamp the profession with 
the signs of integrity and fair dealing. The Inspector, 
as a Civil Servant, is responsible to his Minister who 
himself is responsible to Parliament. He has the force 
of the Revenue behind him in support of his actions 
if he is right. I would not care to argue as to which 
situation is the more invidious, but fortunately, there 
is common ground in the integrity which characterizes 
both professions. This latter point is vital in any 
attempt at stating and comprehending the very good 
relationship which generally exists between account- 
ants and the Revenue – something which, in some 
countries, must be a constant source of amazement. 
The accountant, though acting as agent for the 
taxpayer, really has a unique status: the Revenue 
accepts him because of his knowledge and yet, over 
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and above that, his. membership of an honourable 
profession entails a duty, also to the Revenue, as 
well as others in respect of the certificates and reports 
he makes on the accounts. The accountant combine 
the dual task, and not always an easy one, of ensuring 
that the taxpayer is not over-assessed and that the 
Revenue is fairly presented with the information 
and data required by them for assessment purposes. 
The two obligations have been described as being the- 
counterparts of one another. 'The facts require to be 
accurately presented. While the accountant should 
persuade the client to be candid with him, this is not 
the same as acting as the agent of the Revenue, and 
he is entitled to bring to his client's notice the tax 
position and possibilities that a certain line of policy 
might involve: | 
‘Everybody who does anything ought to think, 
how are the Income Tax Acts going to affect, or 
will they affect at all, this transaction which I am 
entering into? (Mr Justice Rowlatt in Seaham 
Harbour Dock Со v. Crook (9 A.T.C. 175).) om 
There can thus be discerned a number of reasons 
for the general amity between accountants and. the 
Revenue rather than a conflicting or non-co-operative 
atmosphere. Both have an interest in seeing that the 
taxation laws and practices are properly administered. 
The textbooks may say that there is no equity in 
income tax, but they are not there referring to the 
fact that in truth equity often does prevail. Again, 
both have to deal with the same problems and situa- 
tions, many of which are new and constantly evolving, 
and both on occasions help and even advise one 
another. One speaker rather picturesquely put it 
thus at a conference a few years ago: 


“They (Inspectors and practitioners) faced together 
the ever-increasing complication, the ever-widening _ 
net, the rising rates, the special taxes of two wars, 
thicker and thicker Finance Acts, two consolidations 
but ever-receding codification and so on — all of 
which induced a certain though unspoken feeling of 
camaraderie as old campaigners.’ 

This unspoken feeling can be a most potent force. 
These common problems often comprise the burning 
questions of the day, so far as accountants are 
concerned. How is stock to be valued in certain 
circumstances, or what should be the line to follow 
where business takings are mostly in cash? Also, the 
whole question of the interpretation of the Income 
Tax Acts may rear its head in this context. Although 
there is much case law, the Acts are the most import- 
ant part of the accountant’s equipment; and both 
parties have a common interest in securing a proper 
interpretation. Misunderstandings can and do often „— 
arise but tolerance and informal contact will often ^ 
overcome the difficulties. 


Extra-statutory Concessions 


"Then there is the matter of extra-statutory con- 


cessions to which I referred earlier. The Revenue will 
sometimes depart from the strict letter of the law in 
favour of the taxpayer, where it is considered that to 
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apply the law literally would be unfair, and the 
Commissioners actually publish these concessions 
in their annual reports. 


_~ These concessions are of general application, 


although it is made clear that their application will 
depend on the circumstances of-particular cases. At 
December 31st, 1959, there were thirty-four such 
concessions in force, so far as income tax was con- 
cerned, dealing with such matters as Schedule A 
relief on account of agricultural depression, or the 
non-enforcement of the discontinuance provisions 
where a business passes on death to the husband or 
wife of a trader. These and other concessions all 
help to fill gaps in tax law and to round off sharp 
corners, and their function in the relationship between 
the Revenue and taxpayer is most advantageous to 


both. 


On the other hand, one cannot overlook one or 
two matters which contain, within themselves so to 
speak, the seeds of disagreement and discord. 
There is the thorny problem of legal avoidance and 
evasion, about which so much has been said and 
written again and again. A great deal of Parliamentary 
time, particularly recently, has been devoted to 
avoidance. Some avoidance transactions are genuine 
and proper. The use of a seven-year contract to 
perfect a real transfer of income is a case in point. 
Lord Clyde’s dictum is usually quoted in this context: 

‘No man is under the smallest obligation so to 
arrange his affairs to enable the Revenue to put the 
largest possible shovel into his stores.’ 


But there are practices which, although legal in the 

sense of not conflicting with the letter of the law, 

offend against the whole idea of income tax. Of 

course, the Revenue will often take the counter- 
. measures it thinks fit to meet new situations and 
that may account for some of the complicated tax 
legislation in the statute book. The accountant must 
be guided by his duty to himself, his profession and 
the community at large. 

One unfortunate feature of anti-avoidance legis- 
lation is that the net catches legitimate and sometimes 
quite small and relatively unimportant transactions. 
But evasion is quite different from avoidance. High 
taxation may lead to a degree of evasion and the 
Revenue authorities are aware of the possibilities. 
Frequently, the accountant as well as the Revenue is 
the victim of deceit or negligence, but it is constantly 
recognized that accountants help greatly in clearing 
the cases that come to light. 

In the year ended March 31st, 1959, there were 
10,757 cases of under-assessment involving a total 
charge of just over £18 million and nearly £7 
million penalties. District Inspectors dealt with 
38,000 small cases with a-charge of over £800,000. 
Nevertheless, by comparing these figures with the 
numbers of taxpayers and: assessments, one can say 
that the standard in Great Britain is very high. 
Business life is very complex and mistakes and 
shortcomings are bound to occur. A common desire 
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by accountants and the Revenue to detect evasion is a 
real element in good relations; the difficulties of 
detection can lead to misunderstanding and friction 
when the matter does eventually come to light. 


Further Improvement in Relations 


How can the good relations be further improved? 
There are a number of avenues open, most of which 
are already well trodden, but there are still some 
distances to go. One is that tolerance and under- 
standing need to be developed on both sides. A 
learner may suffer too much from zeal; a more 
experienced person may think that there is no room 
for a reinterpretation and reappraisal of a situation. 
Both probably have much to learn. Two-way 
traffic in ideas and points of practice both from 
Revenue headquarters and from the professional 
bodies of accountants oil the machine of adminis- 
tration and assessment. Policy statements, recom- 
mendations, evidence before committees, practice 
notes are all parts of this policy. Meetings, some- 
times social, between Inspectors and accountants are 
to be encouraged; already in many towns in Britain 
lectures are given by Inspectors to accountants, 
conferences are held periodically and mock appeals 
are arranged, so as to bring together those with a 
common interest although representing different 
interests. Then, the accountant, probably in the 
bigger offices, can help by organizing and planning 
the flow of work so that accounts can reach the 
Revenue to fit in with their time-tables. I know this 
is an ideal against which staffing and other difficulties 
often militate. Prompt submission of accounts does 
save time in appealing and reminding, as well as 
saving in paper and postage, however. Accounts 
should be accompanied by computations of the 
liabilities or losses, capital allowances and other 
matters which directly and sometimes indirectly 
have a bearing on the tax position. Changes in share- 
holdings, directors and their remuneration and 
expenses, the basis of stock valuation and changes 
therein, capital expenditure, non-allowable items ~ 
these and many more factors are essential for a 
proper determination of the liability or loss. On the 
other hand, a lot of irrelevant information or even 
meaningless information will only result in wasted 
time and effort. Of course it is not easy to draw the 
line in each case, but experience will teach what is 
and what is not relevant. 


The British Revenue machine probably works 
more efficiently than that of any other country. This 
is due to the tolerance, sense of humour and spirit of 
compromise to be found in those administrating the 
machine. The high standards of the accountancy 
profession and its appreciation of its public duty 
encourage fair administration. The strong traditions 
existing in Great Britain bind together much of its 
economic and social life, and the feelings of mutual 
trust between the Revenue and the profession has 
been described as one of these traditions. 
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Weekly Notes 


Maintenance Relief: Insurance Moneys 


TEES treatment of insurance recoveries in main- 
tenance relief claims seems to be a matter of some 
confusion — inside the Inland Revenue as well as 
outside, It is gratifying to learn that the two leading 
articles which we published on this topic on June 
27th, 1959, and August 15th, 1959, in an attempt to 
clarify the issue, have borne fruit in at least one case 
as is shown by a letter published in our correspon- 
dence columns in this issue. Another published letter 
indicates, however, that uniformity in the official 
attitude has yet to be achieved. 


The Leo T. Little Memorial Fund 


N the current issue of Accountancy, reference is 

made to the Leo 'T. Little Memorial Fund which 
has been established for the benefit of Mr Little's 
widow and their two children, aged 9 and 4 years. A 
donation of 1,000 guineas has been made by The 
Institute of Chartered Accountants in England and 
Wales. 

Mr Little was editor of Accountancy for over twenty 
years, until his death on August 22nd last; he was, 
however, an independent editor and accordingly had 
no rights under either the Society of Incorporated 
Accountants Staff Superannuation Scheme or the 
Institute’s Staff Pension Fund. 

Donations to the fund or, preferably, payments 
under deed of covenant (which will not be subject to 
the tax restrictions applicable to deeds in favour of 
charities) will be welcomed by the trustees, Sir 
Richard Yeabsley, с.в.Е., Е.С.А., and Mr Edward 
Baldry, О.в.є., F.c.A. Cheques should be made payable 
to ‘The Leo T. Little Memorial Fund’, crossed 
‘Not negotiable, account payee only’, and sent to the 
trustees at Moorgate Place, London, ЕС2. A deed 
form will be sent on request. 


Report on Trade Unions 
Pat 4. of the Report for 1959 of the Chief 
Registrar of Friendly Societies dealing with trade 
unions was published last week. 
The report shows that the membership of registered 


unions of employees fell during 1959 from 8,405,000: 


to 8,352,000, a decrease of 53,000 as compared with 
a decrease of 188,000 in 1958. Their total income, 
however, rose by £375,000 to £27,431,000, of which 
£23,675,000 was subscribed by members. 

The expenditure of these unions increased during 
1959 by £2,063,000 to £25,675,000. The major factor 
accounting for this was an increase in the expenditure 


1H.M.S.O. Price 3s net. 
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on dispute benefits from £1,383,000 to £2,681,000, 
the greater part of which may be attributed to the 
dispute in the printing industry. Unions connected 
with this industry disbursed £2,401,000 in dispute. 
benefits to their members. Almost all other items of 
expenditure were higher than in 1958. Provident 
benefits (ie. all benefits other than dispute and 
unemployment) rose by £340,000 to £6,532,000, 
political fund expenditure by £190,000 to £868,000 
and working expenses by £287,000 to £13,905,000. 
Unemployment benefit decreased by £40,000 to 
£287,000. 

At the end of 1959 there were 122 unions of 
employees and four associations of employers which 
included among their objects the furtherance of 
political objects as defined in Section 3 (3) of the 
Trade Union Act, 1913, though three of the em- 
ployees’ unions have not in fact collected contri- 
butions for such objects. The total membership of 
the remaining 119 unions of employees was 7,688,000, 
of whom 917,000 or 11:9 per cent had ‘contracted~ 
out’ of contributing to the political funds set up for 
this purpose. In these unions during 1959 the average 
annual contribution per head of those contributing 
was 2s 2d and the average expenditure 2s 8d. The 
amount standing to the credit of the political funds 
of unions of employees at the end of the year was 
£1,234,000 (a decrease of £132,000 on the previous 
year) and represented 3s 8d for each contributing 
member. 

A copy of the new annual return, which came into 
operation on January rst, 1959, is included as an 
appendix to the report. The Registrar states that the 
main purpose of the revised form is to provide a 
more informative return as well as an improved 
layout. Unions are now required to show in separate 
accounts in the return the transactions and balances 
of their different funds and, by means of the new 
rent and interest account and the working expenses 
and other outgoings account, the allocation of 
property and investment income and the expenses 
appropriate to those funds. 

The Registrar comments that the larger unions do 
not seem to have experienced any undue difficulty in 
completing the new form, but it has been necessary 
for his department to give guidance to some small 
organizations, particularly where the unions had not 
the benefits of professional advice and assistance. 


Autumn Reckoning 


ЈЕ November issue of the Bulletin for Industry 
put out by the Information Division of the 
Treasury, has a review of the main economic indi- 
cators this autumn. Its conclusion is that the main 
danger is still low overseas earnings. It points out 
that the overseas current account is not strong 


eenough to sustain heavy aid and investment. The 


identified current surplus of £35 million in the first 
half of the year was more than offset by a net identified 
long-term investment abroad of £138 million. It 
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тоез on to say that the current trade figures imply a 
further deterioration. 

Whether these comments were written in the know- 
ledge of the provisional trade figures for October is 
hot known. These figures, released earlier this month, 
are certainly disquieting. The export performance 
continues disappointing, imports show little sign of 
declining and the crude trade deficit for October was 
£110 million, compared with а monthly average of 
£62 million in the average month in the first half 
of the year. 

The figures are particularly difficult to interpret 
owing to the strike of the tally clerks at London 
docks last month, but it would seem that the worrying 
feature of the external trade account at the moment 
is the buoyancy of imports as well as the poor per- 
formance of exports. 


London Chartered Accountants’ 
Residential Conference 


EARLY one hundred and fifty members of the 

London and District Society of Chartered 
Accountants attended a successful residential con- 
ference at Brighton on Thursday, Friday and Satur- 
day of last week. The three-day conference was under 
the chairmanship of Mr C. J. M. Bennett, B.A., F.C.A., 
and was opened by the Vice-President of the Institute, 
Mr Р. Е. Granger, F.c.a. 

'Three papers were presented, the subjects and 
speakers being: ‘Operating statistics – how they are 
built up and used', by Mr W. H. Leather, M.A., F.C.A.; 
"The use of accounts codes’, by Mr B. A. Maynard, 
M.A., Е.С.А.; and ‘Information for board level- 


operating and holding companies’, by Mr W. W. 
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Fea, B.A., F.C.4. Group discussions followed each 
paper, while on Saturday morning a plenary session 
was held. Some of the personalities at the conference 
are shown in our photograph below. 


A Centenary in Currency 


S printers of paper currency for 100 years, the 

Thomas De La Rue Co Ltd are to mark the 
occasion by holding an exhibition of money through 
the ages at their Regent Street showrooms from 
December 5th-21st. 

The exhibition will trace the development of 
money from the coinage of the Old World and 
primitive currency through to the modern bank-note. 
Items on display will include sea shells and beads; 
a form of Tibetan currency ‘which can be eaten’; a 
Roman coin nearly 2,000 years old, which is an 
almost exact prototype of the modern penny; one 
of the earliest existing Chinese bank-notes described 
by Marco Polo in his voyages, and the earliest known 
Goldsmith’s promissory note – the seventeenth-cen- 
tury forerunner of the modern bank-note. 

The central exhibit will consist of a display of 
notes printed by Thomas De La Rue since their first 
order, for Mauritius, in 1860, and a film on methods 
of bank-note printing will be shown. 


Agreement with Romania 


FINANCIAL agreement with Romania was 
signed in London on November roth. This 
provides for payment to the United Kingdom by the 
Romanian Government of £1} million in full and 
final settlement of United Kingdom claims arising 
out of, or presented under, Article 24 of the Treaty 





Some personalities at the London and District Society’s Brighton conference: Left to right: Messrs L. Е. Durman, F.c.A., 


C. I. Bostock, M.A., F.c.A., R. P. Matthews, B.COM., F.c.A., W. S. Hayes, F.c.A., Е. W. Allaway, F.c.a., J. D. Wells, F.c.a., 

D. C. Urry, F.c.a., J. S. Harrower, F.c.a., all Group Leaders ;°C. J. M. Bennett, B.A., F.C.A., Conference Chairman; J. W. С. 

Cocke, T.D., M.A., F.C.A., Secretary; W. Н. Leather, M.A., F.C.A., Speaker; P. Е. Granger, F.C.A., Vice-President of the 

Institute; К. G. Vickers, F.c.A., Group Leader; J. D. Russell, M.A., F.C.A., Immediate Past Chairman of the Society; G. A. 
Slator, F.c.A., К. О. A. Keel, F.c.a., Group Leaders; С. C. Anderson, A.C.A., Assistant Secretary. 
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of Peace with Romania, and claims in respect of 
British property, rights and interests affected by 
Romanian nationalization, expropriation or other 
similar measures. The agreement excludes claims in 
these categories of United Kingdom oil companies. 
Payment of the sum of £1} million will be made by 
annual instalments related to the level of imports 
into the United Kingdom of certain Romanian 
goods. The first instalment will be paid on January 
31st, 1962. Payment of half the total sum will be 
made by January 31st, 1964, and of the total sum by 
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January 31st, 1967. Details of the arrangements for 
the distribution of the sum of £1} million will be 
announced later. 

The Romanian Government have agreed to enter 
into negotiations with the United Kingdom Govern-^-4 
ment in 1966 for the settlement of all claims specific- 
ally excluded from, or not covered by, the present 
agreement. The principal claims which will be the 
subject of these further negotiations will be those of 
oil companies, claims in respect of bonded debt and 
pre-war commercial and other contractual debts. 





This is My Life... 
by An Industrious Accountant 


CHAPTER 52 


E have an old-fashioned procedure for 

signing company cheques which is theoretically 
perfect but always seems to delay operations, so our 
auditor promised to look into the matter with a view 
to suggesting some improvement. 

On the surface all seemed to be well. Any two of 
our four senior directors are required to sign every 
cheque personally, and amounts over £25,000 must 
carry the signature of either the chairman or the 
managing director. In addition, in my capacity as 
chief accountant, I have to initial every cheque in 
the lower left-hand corner. The cheques are typed on 
one of these double-platen typewriters which runs 
off a duplicate copy of a page of the bank payments 
journal simultaneously, and this sheet is counter- 
signed by the departmental accountant and remains 
attached to the bundle of cheques and paid invoices 
as support. It looked like a watertight system. 

The first headache is the job of obtaining signatures 
promptly. With their other numerous activities 
keeping them busy, our directors are frequently 
absent, so my departmental accountant has to budget 
in advance to keep his time-table up to date. Then 
the directors have different techniques when dealing 
with the payments. The chairman invariably signs 
his bundle of cheques one after the other, usually 
without query, unless he is interested in any particular 
payee, when he settles down for a chat in reminiscent 
mood about 'old unhappy far-off things and battles 
long ago' in the industry, and the cheques miss the 
post. For all the attention he ever gives to the details 
he might as well be a two-legged rubber stamp. 

'The managing director looks methodically at the 
journal sheet as he signs and has a knack of spotting 


unusual items and commenting succinctly and con- , 


structively on the particular invoice. 
The deputy chairman has an annoying mannerism; 
he suddenly refers to an invoice at random and asks 


suspiciously why we didn't get more discount or 
what was the previous unit price. Useless to explain 
that every precaution has been observed at the 


' appropriate levels; he's rarely satisfied without a 


post-mortem which usually leaves everyone irritated. 
I think that he feels this is EFFICIENCY AT Top LEvEL. 

Prinny, the personnel director, on the other hand, J 
signs everything regardless with the utmost non- 
chalance. Last summer he actually signed about thirty 
blank cheques for me before going on his holidays, 
in case I got into difficulties with the signatures 
(though his own phrase was less elegant). I didn't 
mention this incident to the auditor, however; his 
professional susceptibilities would have been rudely 
shocked by such blind faith in human nature. 

'The said auditor visited us yesterday with a 
complacent expression and a new-fangled cheque- 
signing machine. The basic theory is that it incor- 
porates a metal die with two directors' signatures, 
which impresses the cheques automatically after I 
initial them, There is also a consecutive-number- 
register which reconciles with the bank journal, and a 
master key to open it, and a duplicate control sheet ^ 
for the auditors, and another for the directors, and, 
finally, the machine must be held in the M.D.'s safe 
when not in use. Phew! After all that, I’m to have 
full authority to complete cheques under £50 value 
at my entire discretion, and the bank will be advised 
to accept my initials accordingly. Actually, it is clear 
that in normal practice I will have the fullest freedom 
within the £50 limit. 

The directors nodded solemn approval. I felt at 
first that I should maintain sleepless vigil over my 
armour and sword (or mightier реп) in the abbey ` 
chapel the night before the rite of signature, to justify 
my worthiness. 

Instead I suggested that we forget all about this 
complex machine-system and merely authorize the 
bank to honour my sole signature for all sums not 
exceeding {50 in value. Equally efficient and much 
simpler, I said enthusiastically; the time and trouble 
saved would be tremendous. 

I was wrong. My idea was received in cold silence 
and the whole business has been deferred sine die. 
It was an interesting study in psychological reactions; 
the right to sign is a jealously guarded directorial 
prerogative. 
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_ Finance and 
Commerce 


R.N.I.B. 


HIS week's reprint of the accounts of The 
Royal National Institute for the Blind is off the 
beaten track. The accounts have been offered for 
the interest of readers by Mr J. A. Godfrey, F.c.a., 
the National Institute's finance secretary, who feels 
that their form, evolved by himself in consultation 
with the organization's auditors, presents some 
unusual features. 
The first point indicated is that the whole of the 
expenditure on fixed assets used for the charitable 
_ purposes of the Institute has been written off out of 
the balance sheet and is shown as a note at the foot. 
It is not disputed, says Mr Godfrey, that these assets 
would have some value were the Institute to be wound 
up, but so long ás,it continues as a going concern, 
providing services to the blind, its fixed assets for 
homes and training establishments etc. are not, as 
in the case of a manufacturing company, revenue 
producing. In fact, he adds, they have in them an 
element of liability by virtue of the need for expendi- 
ture for their maintenance. On, those grounds, it was 
felt better to show them in thé manner adopted. 
Secondly, states our correspondent, it will be 
noted that *we have very carefully segregated and set 
apart that part of the capital structure which com- 
prises “funds not available for the general purposes 
. of the Institute" but which can only be used for the 
specific objects for which they are held.’ 


Income Division 


Attention is then directed to the General Charity 
Fund Account which is divided as between ordinary 
income and expenditure and extraordinary income 
and expenditure, the latter account being provided 
to deal primarily with those items which would be 
regarded as capital account items in a commercial 
company's accounts. ~ 
The balances of these two sections of the accounts 
are then carried to a summary.so that, in effect, the 
excess of ordinary expenditure over ordinary income, 
which is a recurring feature of Part 1 of the general 
charity fund account, is funded from the excess of 
, legacies over capital expenditure. 
. This, says Mr Godfrey, is of course in accordance 
with the generally accepted principle that an estab- 
lished charity which has a substantial revenue from 
legacies should, while quite properly regarding capital 
expenditure as a first charge on the legacies, also be 
prepared to use a proportion of these legacies for 
revenue purposes and not pile up capital funds 
indefinitely. 
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Greater Opportunities 


‘Approximately one person in every соо in Britain 
is blind’, says the report accompanying these accounts. 
It is a fact not generally appreciated, thanks in great 
measure to organizations such as this which give the 
handicapped the opportunity, within their capacity, 
to become normal citizens. It is amazing to read in 
this report of some of the accomplishments of blind 
persons and to realize what courage and fortitude 
must have been needed. 

The blind of tomorrow will have even greater 
opportunities. One of this year’s developments is a 
‘talking-book’ machine, a tape recorder in an ad- 
vanced form which can provide up to twenty hours 
of recorded material for instruction and recreation. 
It uses half-inch tape accommodating eighteen 
recording tracks. 

Science teaching for the blind has been greatly 
advanced by modern electronics. One piece of 
apparatus, still in its early stages, converts light 
sequences into sound sequences through a photo- 
electric cell making it possible to measure the 
direction and intensity of a light beam. The device 
is so sensitive that by noting a change in sound 

frequency, a blind person can detect changes in the 
colour of liquids or follow the direction of a thin 
dark line on a light coloured background. 


Changing the Name 


HAREHOLDERS in Northgate Investments Ltd 

are asked to approve a change in the company’s 
name to Northgate Group Ltd. The chairman, 
Mr F. S. Bassett, explains that since the company was 
formed just over three years ago, ‘its development has 
taken on a different form from that originally en- 
visaged'. The board now feels, therefore, that it would 


-- be fitting to change the name. 


One of the interesting things about industrial 
holding companies is that one never quite knows 
what they are going to be up to next. It would be a 
good idea, we feel, to place on record this company's 
ramifications, so far as they have gone in the last three 
years, perhaps on the inside of the back cover of the 
report — as is now the custom with many companies. 

From Mr Bassett's statement with the accounts, 
the company's interests appear to run from J. & P. 
Jacobs Ltd, which makes ladies' wear, men's pyjamas, 
etc., and Holmpress Piles Ltd, which has 'carried out 
piling operations in connection with many important 
building contracts throughout the country’; to travel 
agency business - Taylor & Maxwell and Bartlett 
Dixon Ltd, which provide 'an efficient service for those 
wishingtotravelat homeand abroad by rail, sea and air". 

Holding companies usually seem to be in a constant 
state of extension and development, and Mr Bassett 
puts on record the number of likely propositions over 


e the past twelve months which have been investigated, 


considered and rejected, But there are other negotia- 
tions now in progress and he hopes to make an 
announcement soon. | 
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(v) to divide chartered accountants into two 
streams — practising and industrial, with regu- 
lations governing transfer; 

(vi) to fix scales of fees, related to fixed scales of 
staff wages; 

(vii) to permit the Institute, but not individual 
members thereof, to advertise both the facilities 
available and the standards expected of mem- 
bers, and to promote public relations; 

(viii) to provide stringent discipline within the 
profession in respect of incompetent or 
negligent work. 

Without radical changes of this nature, young men 

of today will have no encouragement to enter upon 

private practice. The economics of unfair competition 
is driving us all into either slipshod standards or into 
overworked old age. 


Yours faithfully, 
Enfield, Middx. METCALFE COLLIER. 


^ 


*The Taverners' 


on - During the past year readers of The Accountant 
_Will have seen references to “The Taverners’ under 
the more general heading of the Chartered Account- 
ants Students’ Society of London. "The Taverners’ 
have been called ‘a pressure group’, ‘radicals’, ‘bunch 
of socialists’, which expressions, for some unknown 
reason are used in a derogatory sense. In your 
columns, however, they have been classified as a 
social club. 

‘The Taverners’ are neither a political group nor 
merely a social drinking club- as their name may 
imply. ‘The Taverners’ are, in fact, a group of 
articled clerks in all stages of articles, to whom every 
member of the Chartered Accountants Students’ 
Society of London may belong; their main object is 
-the advancement of the cultural and social activities of 
' members. They believe that such advancement will 
promote discussion of all subjects, thus increasing 
the perception and depth of thinking of articled 
clerks – the chartered accountants of the future. 

To achieve their objects “The Taverners’ have been 
pressing over the past year for an agonizing re- 
appraisal on the part of the Committee of the 
Chartered Accountants Students’ Society of London 
and, to this end, besides sponsoring a resolution for a 
students’ centre at the last annual general meeting, 
three Taverners were elected to serve on the Com- 
mittee, not as representatives, but as part of a 
general campaign to inject new ideas into the 
Students’ Society. 

Many ill-informed: persons try to. pass “The 
‘Taverners’ off as perpetual champions of obscure 

а for the sake of controversy. The object of this 
letter is to correct this impression by giving the facts. 

Members of "The Taverners’ believe whole- 
heartedly in a students’ society provided that it is 
forward thinking, independent of Institute whims, 
and truly representative of the 6,000 or more articled 
clerks in the London area. 

‘The Taverners’ do not consider that this happy 
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state of affairs exists in the Chartered Accountants 
Students’ Society of London at the moment. Today, 
only a tiny proportion of the members take an active 
interest in the Chartered Accountants Students’ 
Society of London and the proportion who read their 
circulars before throwing them in the waste-paper 
basket must be even less. 

‘The Taverners’ are trying to change this but are 
being met with opposition. They do not wish to turn 
the Chartered Accountants Students! Society of 
London into a vast social club, but into a body of 
articled clerks who feel they belong to a students' 
society in general and who are proud to belong to the 
Chartered Accountants Students’ Society of London 
in particular. 

"The Taverners' are prepared for a long battle and 
possible victimization but trust that some light will 
penetrate as a result of this letter so that these 
unpleasant courses of action need never be taken, It 
cannot be over-emphasized that these are statements 
of fact and not merely expressions of foolish idealism. 

‘The Taverners’ invite criticism of their aims and 
methods from anyone and challenge serious readers 
to find anything basically wrong in their ambitions. 

Yours faithfully, 
T. SYLVAN, 
Chairman, 


London. “THE ‘TAVERNERS’. 


Industrial Assurance Report 


Sir, – I feel I ought to comment on the Weekly Note 
in your journal of November 12th, under the heading 
‘Industrial Assurance Report’, part of which reads as 
follows: 


‘In the case of. societies the average rate of interest 
earned by the industrial assurance fund was only 
4*6 per cent as against close on 6 per cent offered by 
gilt-edged investments.' 

This is really not a valid comparison. The indus- 
trial assurance funds consist of money invested over 
perhaps twenty years. Maybe the current redemption 
yield on gilt-edged investments is the figure mentioned 
but a considerable part of the industrial assurance 
funds was invested in gilt-edged securities during 
the war and the period of low interest rates following 
the war. Again the yield on gilt-edged securities has 
varied considerably in the past and will no doubt do 
so in the future so that comparison in a given year is 
not particularly relevant. 

Further, I think I ought to point out that the 
powers of investment by Friendly Societies are 
restricted by statute. The companies; which have 
complete freedom of investment, earned, as stated in 
the report, an overall rate of interest of 6 per cent on 
their industrial assurance funds in 1959. 

Yours faithfully, 
H. L. PETERSON, 
~ Secretary, 
INDUSTRIAL LIFE OFFICES 


London, SWr ASSOCIATION. 
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Taxation Cases 


Full reports of the cases summarized in this column 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’. 


Forest Side Propera (Chingford) Ltd v. 
І.В. 


In the High Court of Justice (Chancery Division) 
November 2nd, 1960 
(Before Mr Justice DANCKWERTS) 
Income tax — Acquisition and disposal of leases of flats — 
Minute that properties be held as investments — Whether 
trade of property-dealing — Income Tax Act, 1952, 
Schedule D. 

The appellant company was incorporated on July 
23rd, 1951, and its object generally was to deal with 
real estate. The two shareholders and directors were 
builders. On October 3oth, 1951, the company 
purchased from them the leases of twenty-four 
maisonettes and one house for £9,870. At that time 
many of the properties were under requisition, and 
others were subject to the Rent Acts. On the same 
day, the directors resolved that these properties 
should be held as investments. In November 1953 
one maisonette fell empty, and it was immediately 
re-let. Between 1955 and 1957, further maisonettes 
and flats were sold for a total sum of about £20,000. 
Four of these sales were to sitting tenants, and in 
four other cases sums were paid to sitting tenants to 
move out, so that the properties could be sold; and 
the other six properties were sold with vacant 
possession. Heavy expenditure was incurred on the 
properties between 1955 and 1957.in making good 
war damage. Money obtained by the sales was lent 
to the shareholder-directors free of interest. 

It was contended on behalf of the appellant that, 
as shown by the resolution of October 3oth, 1951, 
and by other evidence, the company was, during the 
material years, a property-holding company. It was 
contended on behalf of the respondent that the 
company carried on a property-dealing business. 
The General Commissioners decided in favour of 
the respondent. 

Held: the General Commissioners! decision was 
correct. 


Aviation and Shipping Co Ltd v. Murray 
In the High Court of Justice (Chancery Division) 
November 4th, 1960 

(Before Mr Justice DANCKWERTS) 
Income tax — Ship-owning company — Acquisition of 
two ships of another company — Succession — Sale of 
these two ships — Whether permanent discontinuance ofe 
business taken over ~ Finance Act, 1953, Section 19 – 
Finance Act, 1954, Section 17. 
The .appellant, a ship-owning company, had a 
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subsidiary, the Ascot company, which was also a 
ship-owning company, and owned two ships. On 
December 31st, 1954, these two ships were acquired 
by the appellant, and the appellant then succeeded. 
to the Ascot company's trade. The two ships were 
coal-burning, and early in 1955 they were sold. 
Subsequently the appellant acquired three diesel 
ships, one of which was in replacement of one of its 
own ships. 

It was contended on behalf of the appellant that 
when it sold the two Ascot ships there was a perma- 
nent discontinuance of the trade to which it had 
succeeded. It was contended on behalf of the respond- 
ent that as the appellant continued to carry on its 
original trade there was no discontinuance. The 
Special Commissioners decided in favour of the 
respondent. 

Held: after it succeeded to the business of the 
Ascot company, the appellant carried on two trades; 
and that when the two Ascot ships were sold, the 
trade taken over was permanently discontinued. а 


Thomas Wilson (Keighley) Ltd р. 
Emmerson 


In the High Court of Justice (Chancery Division) 
November 7th, 1960 _ 


(Before Mr Justice DANCKWERTS) 


Income tax - Repairs to business premises — New top 
floor — Whether improvement — Income Tax Act, 1952, 
Section 137 (a), (d), (g). 

The building, in which the appellant carried on its 
trade of a worsted spinner, became dangerous, and 
an architect's report stated the detailed defects. 
Structural engineers were instructed to carry out 
whatever work was necessary. They removed the 
slates, and cut down the apex of the roof; replaced! 
about four feet of the stone work of the outer walls; 
built up these walls to a height of eight feet above the 
previous level (incorporating new windows); formed 
a new roof, and replaced the old roof timbers with 
steel joists. The result was that a new top floor was 
provided, апа that the new roof was about eight feet 
higher than the old one. There was also more floor 
space because of the removal of certain queen posts. 
The appellant did not occupy more space with 
machinery than before, as it had not introduced any 
additional machinery. The cost of the work was 
215,372. n . 

The General Commissioners decided that the 
entirety to be considered was the original three-story 
building; that the work carried out effected an 
improvement of the premises; that the £15,372 was. 
capital employed in improvements of business 
premises within the meaning of Section 137 (g) of the 
Income Тах Act, 1952; that there was no power to 
apportion the £15,372; and that no part thereof was 
deductible in computing the appellant’s profits for 
tax purposes. . . 

Held: the General Commissioners! decision was 
correct. | . 


November 26th, 1960 


Shiner v. Lindblom 


In the High Court of Justice (Chancery Division) 
November roth, 1960 
(Before Mr Justice DANCKWERTS) 


Income tax — Actor ~ Option on performance rights of 
novel — Acquisition of film rights — Assignment thereof ~ 
Whether surplus taxable — Income Tax Act, 1952, 
Schedule D, Case I, Case II. 


The appellant carried on the profession of an 
actor, and had never received any remuneration from 
any other source, and had neither purchased nor sold 
film rights. In the summer of 1953 the appellant read 
a novel, and thought that the story would make a 
good film, in which a friend of his could play the 
title part. The appellant acquired an option of the 
film rights of the novel on September 12th, 1953, 
for £200. He intended to treat these rights as ап 
investment, so that the income might offset any loss 
ef earnings as an actor. The appellant endeavoured 
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to have a film based on the novel made, and his agent 
was approached by a film-making company, but the 
company declined to make the film unless the 
appellant sold the film rights. On June 17th, 1954, 
the appellant exercised his option, and paid £1,500 
for these rights. Subsequently, the film company 
arranged for one of the parts in the story to be 
adapted to suit the appellant, and he played the lead 
in the film. He received £4,000 for the assignment of 
the film rights to the film company, and for his 
services as an actor he received a salary. 

The General Commissioners accepted that it was 
the appellant’s intention to hold the rights as an 
investment; but they decided that the £4,000 was a 
part of the profits and gains arising to him in his 
profession as an actor, and should be assessed 
under Case II of Schedule D for 1955-56. 

Held: the appellant was not assessable in respect 
of the surplus of the £4,000 over the cost of the 
acquisition of the film rights. 


REGISTER OF DIRECTORS' SHAREHOLDINGS — II 


N addition to recording the number, description and 

amount of the relevant securities held by a director 
or held in trust for him or of which he has the right to 
become the holder, Section 195 of the Companies Act, 
1948, also requires that the Register of Directors' 
Shareholdings shall show (1) the date of, and (2) the 
consideration for, any transaction after the com- 
mencement of the Act and whilst the person concerned 
is a director, by which any shares or debentures fall 
to be or cease to be recorded in the register in relation 
to such director. 

Where there is an interval between the agreement 
for any such transaction and the completion thereof, 
the date recorded must be that of the agreement. The 
information recorded, therefore, is sufficient to show 
the relationship between the transaction and any 
relevant occurrence in the company's activities, For 
instance, if a director with prior knowledge of some 
favourable development not generally known, deals 
in the company's shares in consequence, the fact that 
the date of the agreement is recorded will make clear 
the fact that the transaction was entered into before 
the favourable development became generally known. 
If the Act did not require this, it might be possible to 
postpone the completion of the transaction until after 
the favourable development had materialized, and the 
:onnection between the two would not be apparent. 
,. A director may, of course, hold in his own name 
shares or debentures in respect of which he is nominee, 

stee, executor, etc., and may himself have no 

neficial interest therein whatsoever. Nevertheless, 
such holdings must be disclosed in the register, but 
the section provides that the director may require 
shat the nature and extent of his interest or right in the 
securities shall be recorded in the register. Similarly, a 
lirector who, although not executor of the will, was 
a beneficiary to whom shares had been specifically 
»equeathed, would have a right to become the holder 
of such shares and the fact must be registered even 


though he has not yet become the registered holder 
of the shares. 

'The requirements of Section 195 naturally lead to 
equitable interests being noted in the Register of 
Directors’ Shareholdings, whereas Section 117 ex- 
pressly provides that no notice of any trust expressed, 
implied or constructive shall be entered in the register, 
or be receivable by the registrar, in the case of a 
company registered in England. Section 195 expressly 
provides, however, that the company shall not, by 
anything done for the purpose of Section 195, be 
affected with notice of, or put upon inquiry as to, the 
rights of any person in relation to any shares or 
debentures. Shares held jointly by a director should 
be recorded. 

For the purposes of Section 195, any person in 
accordance with whose instructions the directors are 
accustomed to act is deemed to be a director of the 
company. This would apply to a holding company 
which nominates the directors of a subsidiary, or 
which directs or instructs them, but Section 195 
specifically excludes a holding company director from 
its provisions. 

A director of a company is deemed to hold, or to 
have an interest or right in, shares or debentures if a 
body corporate other than the company holds them or 
possesses that interest or right in them and: 

(1) that body corporate or its directors are accustomed to 
act in accordance with his directions or instructions; 
or 

(2) he is entitled to exercise, or to control the exercise, of 
one-third or more of the voting power at any general 
meeting of that body corporate, 


Inspection of the Register 
Section 195 requires that the register shall be kept at 


the company’s registered office and shall be open to 
inspection by members or debenture-holders for at 
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least two business hours each day, for fourteen days 
before the annual general meeting and for three days 
thereafter. The Board of Trade has a right to inspect 
the register at any time or to require a copy of the 
register or of any part thereof. 

The register is required to be produced at the com- 
mencement of the annual general meeting and must 
remain open and accessible during the continuance of 
the meeting to any person attending the meeting. As 
to what constitutes ‘producing’ the register at the 
meeting is open to some doubt. In most cases the 
register will simply be taken to the meeting and no 
particular attention will be drawn to the fact. On the 
other hand, some may argue that some overt act of 
‘production’ is necessary before the register may be 
considered as having been ‘produced’ at the meeting. 

It is presumed that extension of the accessibility of 
the register to any person ‘attending’ the meeting 
includes persons who are present otherwise than in the 
capacity of members, e.g. Press representatives. If 
this were not the intention it would have been quite 
easy for the wording of the section to have restricted 
the right to any limited class of person intended. 


Compliance with the Section 


Section 198 imposes a duty on directors to give written: 


notice at a board meeting of the matters referred to in 
Section 195, or to secure that notice is read at the 
next board meeting after it is given. Any director in 
default is liable to a fine not exceeding £50. The mere 
lodging of a transfer for shares bought or sold by a 
director, even where all transfers are put before a full 
meeting of the board for approval, is not considered 
to be in compliance with the requirements of the 
section. Even if it were, such transfers would not 
disclose the required information where the director 
was acting through a nominee, or where the shares 
were held in trust for him as beneficiary or residuary 
legatee. у 

The secretary, of course, has no means of knowing 
for himself that full information has been given, since 
he cannot know the transactions entered into by 
directors through nominees. He will consequently 
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will probably require confirmation of the position from 
time to time. A notice, briefly setting out the require- 
ments and concluding as follows would, assuming no 
debentures are involved, be suitable: 2 
‘The only companies іп respect of which your share- 
holding must be declared are A. Co Ltd and B. Co Ltd. 
I have stated below the shares in these companies which 
are actually registered in your name. Will you please 
complete columns (2) to (5)?? 









Nature 
and 
extent 
which I | right to | of my 
Name Held in | control | become | interest 
of Held (see 
company] by me Note (5)) 
(5) 
А. Со 
Ltd 
B. Co A 
Ltd 
Explanatory Notes: 


(a) If you are in a position to instruct another company 
or its directors, or if you own or contro) one-third or 
more of the voting power in general meeting of another 
company, and that company holds shares in A, Co 
Ltd, or in B. Co Ltd, then you are deemed to hold 
those shares. 

(b) You are entitled, if you wish, to have the nature and 
extent of your interest in such shares noted in the 
register. You may, for instance, not be the beneficial 
owner of the shares but may hold them as executor, 
trustee, nominee, etc. You personally decide whether 
such interest shall be recorded or not. 


If the directors, having been informed of the 
necessity for recording their transactions in the 
company's shares or debentures, fail to do so, any: 
change in the particulars revealed by the above state- 
ment would enable the secretery to query the matter. 

The following is a form of register. Where a person 
is deemed to be a director by Section 195, the circum- 





inform directors of their duties under the section, and stances should be stated. (Concluded.) 
Remarks 
: Particulars of (Held in 
Particulars of Shares or Debentures transactions trust, right 
Name of Balance to become 
company held holder, ~ 
Amount Total Price nature and 
No. : d. un Description nominal Date or other extent of 
paid-up value consideration interest, etc. 
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Why stick to 
ON outdated methods ? 





хк Whether you are ‘in’ or ‘out’ of the Graduated 
Pension Scheme, you still have to stamp your 
employees’ Insurance Cards 


For 100% control 
and security 





Н i d 


install a МУН p ТЕЗ insurance Franking Machine 
b 


More than 3,000,000 cards are franked by 
Neopost Machines every week—infallibly! 


* The new scheme starts in 4 months 


RONEO-NEOPOSTLTD > LION HOUSE - RICHMOND · SURREY * TEL: RICHMOND 0131 
TEWI? a 


XVIII 


A Punched Card Job? 


(SERVICE BUREAUX IN CITY & WEST END) 


PUNCHING, VERIFYING, 
SORTING, REPRODUCING, 
INTERPRETING and 
TABULATING 


21-Column ICT (Powers-Samas 
40– ICT ( | 
65- ICT | 

80- ICT 
IBM 


* 


An economical service comprehensively 
equipped, and designed to meet the 
demands of users and non-users alike 


AJAX CALCULATING SERVICE LTD 
9 BOW LANE, LONDON, EC4 


?* ,* 


+ 


Hollerith) 
80- 


Ring City 6112 for Immediate Service 
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THE 
MAGNET BUILDING SOCIETY: 


A Member of the Building Societies Association 


SHARES 35% rer annum 
DEPOSITS 3% Per annum 


Income Tax Paid by the Society 


Deposits in this Society are 
Trustee Investments 


ASSETS EXCEED £5,000,000 
RESERVES EXCEED £400,000 


Full Particulars from: 


. MAGNET HOUSE 
LONDON W2 


PADDINGTON GREEN 
TEL. AMBassador 1022-3-4 





The rational answer to the accountant’s 





The Planax binding table 


Write or phone sole British distributors and service agents now... 


OMASCO Limited 


HEAD OFFICE; 180-182 London Road, Mitcham, Surrey 
(Tel: MiTcham 9161-3) 


SALES OFFICE: 299 Mitcham Road, London, SW17 
(Tel: BALham 1483) 


FILING and STORING 
problem 


For every professional man's office, PLANA X has introduced a 
brilliantly simple and inexpensive way of permanently storing all 
papers not currently required (letters, balance sheets, reports, 
estimates, receipts, statements, trial balances, inland revenue 
returns and countless other items which must be retained) in 
neat bound book form. Each book (up to 34 ins. thick, 20 ins. long) 
opens flat for edge-to-edge reading. There is no need to try and 
sort papers into all the same size, for PLANAX binds different 
shapes, weights, thicknesses — all in one simple operation. Different 
coloured spines enable quick reference. d 


* Planax filing saves over 80 per cent on equipment, over 50 per 
cent in space. And — after a few minutes practice — апу junior 
can bind as many as 500 papers or cards into a strong, tidy book 
if five minutes. 

* Let us send our representative to your offices to show you 
how simple it all is. To send for fuller details is a sensible step 
which involves no obligation. 
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"FEES OUGHT TO BE DOUBLED' 


a President’s Remarks at Manchester Society’s Dinner 


The annual dinner of The Manchester Society of 
Chartered Accountants was held at The Midland Hotel, 
Manchester, on November 17th, with the President 
of the Society, Mr Т. Hedley Bell, B.A., Е.С.А., in the 
chair. Almost 400 members and guests attended. 

Sir Cuthbert Clegg, T.D., J.P., President of the 
Cotton Spinners’ and Manufacturers’ Association, and 
Vice-Chairman of the British Cotton Industry Re- 
search Association, proposed the toast of “The Institute 
of Chartered Accountants in England and Wales’. 

He said that, with his connection with the cotton 
industry, he wanted to thank members for the pro- 
fessional advice given to firms in the reorganization 
scheme which had taken place over the past year. It 
had been a major operation, and without that help and 
advice it would have been more difficult. 


T" 
New Recommendation 


Responding to the toast, Mr S. J. Pears, F.c.a., 
President of the Institute, referred to the Council’s 
new recommendation concerning stock and the recent 
statement dealing with fees. 

He stressed that the new recommendation, on 
which a Press conference had been held, should be 
read carefully by members whether they were in 
industry or in practice. It gave a great deal of flexi- 
bility in the methods of valuation which could be 
adopted and it stressed that it was the duty of manage- 
ment to include all stocks in their accounts and value 
them on sound accounting principles (which were set 
out in the recommendation). Unless this was done, 
the true and fair view could not be shown in the 

- accounts. 

It was the responsibility of auditors, he declared, to 
see that management carried out these duties. 'There 
was no possibility of doubt that auditors were respon- 
sible for seeing that the accounts showed the true and 
fair view and unless they took adequate steps to verify 
that stock was properly valued on sound accounting 
principles, they were not in a position to do so. 

Referring to the question of charges, Mr Pears said 
that in fixing fees, many accountants in the profession 
had been slaves to charging on the basis of time to too 
great an extent. The recent statement of the Council 
showed that the skill and knowledge of the accountant, 
and the priority of the job and what it was worth to the 
client, should also be taken into account. 


He criticized accountants in Manchester апа. 


Lancashire and said he thought they had got a very 
poor idea of their own capabilities, In many cases their 
,fees ought to be doubled or even trebled. Unless the 
standard of fees was raised substantially new entrants 
Mathe profession could not be attracted or retained. 
was clearly a case for some concerted action. 
President went on to refer to industry and sport 
cashire and said that he felt that Lancashire 
nd should take a more leading part in the 
s affairs. He felt that in recent years, many 
Strialists had considered the expenses side of the 
balance sheet to too great an extent, whereas what the 
country and Lancashire needed was new enterprise 










and a greater concentration on earning revenue and 
obtaining sales. Accountants could help by stimu- 
lating and encouraging industry and he thought 
industry would be prepared to pay adequately for their 
services if they did so. 

Mr Т. Hedley Bell, proposing the toast of "The 
Guests', said that accountants would do themselves a 
service if the advice they were giving was practical and 
suitable to the needs of the particular client. They must 
be practical in their outlook and advice. 

He said that a few weeks ago a rather remarkable 
meeting was held in Manchester. It was an ad hoc 
meeting with representatives of the Leeds, Liverpool, 
Sheffield and Manchester Societies attending. They 
all sat round a table to discuss the problem of fees, 
improved profitability, and of getting fees to enable 
staffs to be paid an adequate salary, and stop the drain 
to industry. 

They unanimously came to the conclusion that they 
would get nowhere until they discussed with each 
other their gross fees, salary bills and charging rates. 

'That sort of thing had never before been attempted 
in the North, he said, and when they had collated the 
information they hoped to be able to make a statement 
about it. 

Mr S. G. Barker, Chairman of the Council of the 
Manchester and District Bankers' Institute, responded. 

Mr Е. Н. Walsh, F.c.a., proposing a toast to the 
chairman, said the name of Bell resounded well in the 
Society. He had rendered great service to the Society 
over a number of years. 


The Company 


Among the guests present were: 


Messrs С. R. Appleyard, F.c.a. (Chairman, London and 
District Society of Chartered Accountants); T. W. E. Booth, 
F.C.A. (President, Manchester Chartered Accountants Stu- 
dents’ Society); C. F. Carroll, B.COM.(LONDON), F.C.LS. 
(Chairman, Manchester and District Branch, Chartered Insti- 
tute of Secretaries); Dr Forbes 5. Catto, M.B., сн.в. (Chair- 
man, Manchester Division, British Medical Association); Mr 
Н. J. Clarke, r.c.a. (President, Nottingham Society ој Char- 
tered Accountants); Judge Robertson Crichton, Q.C. (Recorder 
of Manchester); Mr С. W. Davies, F.C.A. (President, South 
Eastern Society of Chartered Accountants). 

Messrs W. С. Fox, T.D., D.L., J.P., M.A., F.C.A. (President, 
Leicestershire and Northamptonshire Society of Chartered 
Accountants); V. Н. Т. Grout (H.M. Principal Inspector of 
Taxes); W. G. Haig, M.c. (President, Manchester Law 
Society); J. M. Harvey, M.B.E., F.C.A. (President, Liverpool 
Society of Chartered Accountants); C. V. Jarvis, J.P., 
F.A.C.C.A. (President, Manchester and District Society, Associ- 
ation of Certified and Corporate Accountants); A. S. 
Maclver, C.B.E., M.C., B.A. (Secretary of the Institute). 

Messrs R. Pearse Oliver, A.C.1.5., A.B.S. (Chairman, North 
Western Group, Building Societies’ Institute); Н. К. Page, 
M.A.(ADMIN.), F.LM.T.A. (City Treasurer of Manchester); 
J. W. Richardson, F.c.a. (President, Sheffield and District 
Society of Chartered Accountants); R. Thomas, M.A. 
ТСАМТАВ.) (President, Manchester Chamber of Commerce); 
Rupert Walton, T.D., F.C.A. (President, Leeds, Bradford and 
District Society of Chartered Accountants); F. Wolstenholme, 
F.C.W.A. (President, Manchester and District Branch, Insti- 
tute of Cost and Works Accountants). 
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A monthly feature designed to keep readers ~ 
whether in practice or in commerce – abreast of the 
latest developments in the field of office equipment. 


Account Typing Simplified 


HE tiresome and eye-straining task of making up 

summaries from a number of documents is con- 
siderably simplified by an ingenious device known as 
the Lindicator Summarizer. This is a typist’s (or 
machine operator’s) copyholder especially designed to 
display simultaneously a dozen or more columns of 
figures each on a separate sheet. 

A metal framework supports a long stand which 
holds the copy at a slight angle to the worker and 
stands behind the typewriter or other machine. The 
sheets of paper are staggered on this so that only a 
part of each is left showing. 

A horizontal cursor covers the whole area of the 
stand, and is moved by the operator, to suit herself, 
by means of a remote-control lever connected by a 
flexible tube to the stand and placed beside the 
machine keyboard. 

This type of copyholder is made only to user’s 
specifications, so dimensions and prices vary according 
to these. Other, standard, copyholders produced by the 
same company include models for standing beside or 
behind the machine, in varying sizes, and with or 
without cursor and/or built-in lamp. 

Ae Ltd, Mark Road, Hemel Hempstead, 
erts. 





Summarizer Copyholder 


Compact Microfilm Equipment 


NGENUITY of design is a notable feature of the 

new, very compact and easy to use microfilm equip- 
ment known as Microbox. Suitable for documents 
up to 8} by 12 in. in area and using 35 mm. film, it 
comprises two small basic units used with a number 
of attachments. 

The basic exposure and reader unit is a box 21 in. 
long, 12 in. wide and ro in. high. It has a glass screen, 
covered with a hinged lid and slanted toward the user 
at an angle of about 45 degrees. 

'To film, the operator clips on a small, self-contained 
camera and film magazine, the latter having a capacity 
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of 100 ft. of film. He then lays the document to be 
copied face down on the glass screen and closes the 
lid (or, if copying from a book, holds the volume 
against the screen). To expose, he sets a counter at 
zero and presses a button. 

He then moves a transport lever to shift the film to 
correct position for the next exposure. The exposed 
portion moves into a framework where it stays until 
cut at any point by moving a second lever. 

For developing, the operator removes the camera 
section and inserts the framework holding the exposed 
portions into a tank of developer fluid. Pressure of a 
button releases the frame into the tank without expos- 
ing it to light. It remains in this tank (which incor- 
porates a thermostatically controlled heater) for no 
less than three minutes, but is not barmed if left for 
longer. Finally, still in its frame, it is placed in a 
washing tank, then in a drying unit. The three con- 
tainers are neatly housed together in a box only 21 in. 
long and 9 in. wide, the tanks standing on end in this. 

To read the finished film, the operator places in 
the basic unit a read-enlarger head. This projects the 
image on to the screen, whether the film used is in 
strip or roll form, and allows of revolving so that the 
image appears right side up. 

Enlargements are made with the same attachment, 
photographic paper instead of plain being placed on 
the glass screen. A print exposed in this way can be 
developed in a standard office photocopier. 

The entire process can be completed within six 
minutes, the makers say, and can be carried out in 
ordinary lighting. A larger, more elaborate framework 4 
which uses the same camera head can be employed 
for photographing outsize documents. 

Prices: £520 to £650 complete. 

Block & Anderson Ltd, Banda House, Cambridge 
Grove, London, W6. 


Automatic Typewriters 


HERE are three different versions of the Bima 

automatic typewriter, a Continental machine 
which was shown for the first time in Britain at the 
recent Business Efficiency Exhibition. It operates 
with perforated paper tape or edge-punched cards, 
using 5- or 8-channel codes. 

All versions of the machine incorporate the latest 
IBM electric typewriter, and there is a selection of 
type faces and carriage lengths to choose from. Таре 
or cards are punched as a by-product of manual 
typing, and these аге fed back into the machine fo 
automatic reproduction at a speed of one-huyg 
words per minute. During reproduction by these 
a duplicate tape, containing all or some of the 
in the original, can be punched automatically. 

Codes, punched into the tape, control all :; 
functions such as carriage return, tabulat. 
ribbon colour changes; can halt the machine fo; Аар 
insertion of variable details; and can exert = pj, Оо 


5: 7n 
control over auxiliary punches and readers. оу 55 
3 р 


ТА 
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international codes are used in standard models, these 
could be changed for special requirements, the British 
distributors say. The Bima can thus be used as a self- 
contained system for a variety of clerical tasks, or form 
part of a larger automatic data-processing installation. 

The S version of the Bima employs 8-channel code, 
utilizes tape and edge-punched cards, has an auto- 
matic stop-punch device, and can be fitted with one 


eX... 22 AMB 5 

Bima Automatic Typewriter 
auxiliary reader. Model SP employs 5- or 8-channel 
code, has a stop-start punch key, tape skip/print 
restore system to allow selection of items from a tape, 

- and can be fitted with any number of auxiliary readers, 
punches and typewriters. 

Model P is the same as SP but incorporates a 
non-print device which permits preparation of tapes 
for use in other data processing equipment. 

The machine is mounted on an attractive desk 
which provides a good space on either side for laying 
papers or files. Controls are all mounted in front of the 
keyboard so that they are easily reached and identified. 

Prices: basic machines, without auxiliary equipment, 
£1,430, £1,763 and £1,978 respectively. 

British Equipment Co Ltd, Ixworth House, Ixworth 
Place, London, SW3. 


American Collating Machines 


HE name Thomas is known to the initiated in 
office circles as an American manufacturer of 
collating machines. A range of five of these has recently 
“ecome available through a British distributor. 
vibe Gathermatic is a fully automatic machine, 
electrically powered, which handles in one hour up 
to 6,000 sheets varying in dimensions from 11 by 14 to 
3 by 5 inches. Any number of similarly sized sheets up 
to twelve can be collated, and asimple adjustment allows 
any station to be skipped. The machine incorporates a 
trip mechanism which stops it if a sheet is missed; and 
a double-sheet detector. Mobile, it is 3 ft. 4 in. long and 
2 ft. wide. 
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Others in the series include the large, automatic 
Rotomatic with fifty stations and speeds varying from 
10,000 to 25,000 sheets per hour; and four semi-auto- 
matic models, operated by foot switch, which present 
the sheets to a human operator for hand gathering. Of 
these, one has eight trays holding sheets up to 16 by 
32 in. in size, but can be divided into two sections 
providing sixteen stations accepting sheets up to 16 by 
II in. 

Prices: Gathermatic, £1,625; Rotomatic, £3,750; 
Collarette, £95; 10 VCE, £295; 8 VCE, £340; 
IO VE, £240. | 

Gordon & Gotch Ltd, Machinery Division, 3 
Woodbridge House, Woodbridge Street, London, EC1. 


Gash Depository Safe 


RGANIZATIONS who have suffered from the 

attentions of hold-up men (or fear their turn will 
come next) will appreciate the new Chatwood-Milner 
rotary-type depository safe. This free-standing unit 
permits insertion of cash and other articles immedi- 
ately and without the necessity of unlocking the safe 
door. 

Normally, a standard Duplex drill- and fire-resistant 
safe is used, the rotary unit being fitted to the top. 
'This receiver accepts wallets, books, etc., without 
containers, and is designed so that it automatically 
reverts to the open position after articles have been 
dropped through it into the safe. It can, if desired, 
be fitted with a lock to prevent use by persons who find 
it amusing to insert unsuitable articles. 

An alternative version, also for interior use, permits 
insertion of the safe into a wall. 

Outside dimensions of the two safes to which this 
fitment is attached are 43 in. high, 293 wide and 
30 back-to-front, and 55 in. high, 294 wide and 30 
back-to-front, respectively. Weights are 17 and 21 
cwt. 
Prices (without extras such as additional keys) 
£261 18s 2d and £295 2s 2d (including purchase tax). 

Chatwood-Milner Ltd, 58 Holborn Viaduct, Lon- 
don, ЕСт. 
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Notes and Notices 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
President's Luncheon ^ 

'The President of the Institute, Mr S. John Pears, and 
the Vice-President, Mr P. F. Granger, gave a luncheon 
party last Wednesday at The Dorchester Hotel. The 
guests were Mr Reginald Maudling, м.р., the Hon. 
Gavin Astor, Sir Charles Hambro, Sir Edward 
Wilshaw, Sir Edward Playfair, Mr H. C. Treffers, 
Mr P. F. Carpenter, Mr W. Guy Densem, Sir Harold 
Gillett and Mr Alan S. Maclver. 


Recommendations on Accounting Principles 
Copies of Recommendation No. 22 on the treatment of 
stock-in-trade and work in progress, reproduced in 
last week's issue, may be obtained from the Institute's 
offices at Moorgate Place, London, ЕС2, price rs post 
free (remittances should accompany orders). The 
whole series of the Institute's recommendations, 
including the new recommendation, is also available 
at 10s post free. The recommendations аге, of course, 
circulated free to members of the Institute for inclusion 
in the Members’ Handbook. 


PROFESSIONAL NOTICES 

Messrs CarnaBy Harrower, BanHAM & Co, 
Chartered Accountants, of College Hill Chambers, 
Londen, EC4, announce with regret the death of their 
senior partner, Mr HanoLD Vivian BARHAM, F.C.A. 
The practice will continue to be carried on by the 
remaining partners, Mr P. І. NEILD, T.D., Е.С.А., 
Mr J. S. Н. VINE, D.S.C., Е.С.А., and Mr M. Е. PICKETT, 
A.C.A., under the same name as hitherto. 

Messrs Cooper BROTHERS & Co, Coopers & Ly- 
BRAND and CARTER & Co announce that they have 
removed from their offices at 38 Bennetts Hill, Bir- 
mingham, 2, to new offices at Chamber of Commerce 
House, 75 Harborne Road, Edgbaston, Birmingham, 
15. The telephone number is Edgbaston 4584. A 
further announcement will be made shortly concerning 
the forthcoming move of the office at 8 Greenfield 
Crescent, Edgbaston, Birmingham, 15, also to Chamber 
of Commerce House. 

Messrs Вогтом, Wawn & Co, Chartered Account- 
ants, of 3-4 Clement’s Inn, Strand, London, WC2, 
regret to announce the death of their partner, Mr 
CHARLES WEPPENER HUDSON, F.c.A. The practice will 
be continued by the remaining partners at the same 
address and the name of the firm will remain 
unchanged. 

Messrs D. W. Coates, West, Grimwoop & Co, 
Chartered Accountants, have moved their London 
office from 72/74 to 36/38 Victoria Street, London, SWr. 





56 VICTORIA STREET, LONDON, SWI . 
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WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


~y 


Appointments 
Mr R. W. F. Rice, A.C.A., secretary of W. Wood & 
Son Ltd, has been appointed a director of the company. 

Mr P. Jardine, C.A., À.A.C.C.A., A.C.W.A., group 
financial controller, Metal Industries Ltd, has been 
appointed to the boards of two М.І. subsidiaries, J. С. 
Statter & Co Ltd and Minerva Mouldings Ltd. 

Mr Henry A. Benson, С.В.Е., F.C.A. has been 
appointed by Hector Whaling Ltd to prepare a report 
for the directors and for circulation to shareholders on 
the future of the company. 

Mr D. K. Macnaught, C.A., has been appointed 
accountant of Halifax Building Society. 

Mr H. H. Rieck, F.c.a., has been appointed chairman, 
and Mr E. C. Smith, F.c.a., a director, of Blue Printers 


Ltd. 
IN PARLIAMENT 
Income Tax Act, 1952: Ninth Schedule 


Mr Моормотт asked the Chancellor of the Exchequer 
if he will broaden the scope of paragraph 7 of the 
Ninth Schedule to the Income Tax Act, 1952, to 
inclide expenditure incurred by professional men 
and women on books and research necessary to keep 
them up to date in their subject. 

Sir E. Bovrg: My right hon. and learned friend will 
bear this point in mind along with the other repre- 
sentations he has received when he comes to prepare 
his Budget statement. 

Dr Kina: Is the hon. gentleman aware that the 
Royal Commission on Taxation of Profits and Income 
some time ago made this recommendation, among 
others, and that the professional classes feel that the 
Chancellor has dealt unjustly with them in this? 

Sir E. Borie: Of course, we will bear that point in 
mind. 

Hansard, Nov. 17th, 1960. Oral Answers. Col. 539. 


DEFENCE BONDS: CONVERSION OFFER . 


The Treasury has announced that a conversion offer 
will be made to holders of 3 per cent Defence Bonds 
purchased between February 151, 1951, and March 
14th, 1951, and maturing on March rsth, 1961, of 
which £3'5 million are outstanding. 

These holders will be invited to exchange their 
holdings into 5 per cent Defence Bonds (Conversion 
Issue) on March 15th, 1961. Holders who accept the 
offer of conversion will be paid interest at 3 per cent 
per annum on March 15th, 1961, for the period from 
September 15th, 1960, to March 14th, 1961. The first 
payment of interest at 5 per cent per annum on those 
bonds converted will be made on October rst, 1961, 
in respect of the period March 15th, 1961, to Sep- 


d 


tember 3oth, 1961. Acceptance of the offer of conversion 


Telephone: Victoria 2002 (3 lines) 
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will not involve any break in the holders’ encashment 
rights. If the offer is not accepted, interest on the 
maturing bonds will cease with the payment due on 
March r5th, 196r. 

7 The terms of the new conversion issue bond will be 
the same as those of the 5 per cent Defence Bonds 
(second issue) currently on sale, except that interest 
will be payable on April rst and October 1st. The full 
conversion terms will be given in the prospectus and 
notice which will be issued to individual holders on 
November 26th, 1960, together with forms of request 
for conversion and forms of authority for repayment 
for the use of holders who do not accept the conversion 
offer. The list of acceptances of the conversion offer 
will be closed on December 30th, 1960. 


CENTENARY LUNCHEON 
Messrs Edward Thomas Peirson & Sons, Chartered 
Accountants, of Coventry, London and Market 
Harborough, gave a luncheon on November 9th at 
the Tallow Chandlers’ Hall, Dowgate Hill, London, 
_EC4, to commemorate the centenary of the foundation 
of the firm. 

Mr Ernest Т. Peirson, F.c.a., senior partner, pre- 
sided, and the guests included Alderman C. Cameron, 
C.B.E, J.P. Е.С.А., Sheriff of Nottingham, and Mr 
Redvers B. Leech, M.B.E., T.D., F.C.A., a member of 
the Council of the Institute, both of whom served their 
articles with the firm. 

The chairman welcomed the guests and gave a brief 
outline of the history of the firm, which was founded 
at Coventry in 1860 by Edward Thomas Peirson, the 
grandfather of three of the present partners. The 
founder was named in the Royal Charter of 1880 as a 
member of the first Council of the Institute, and it is 
noteworthy that Mr Redvers Leech, who was his last 
articled clerk, is also the first Council member from 
Coventry since his retirement. 


THE INSTITUTE OF 
COST AND WORKS ACCOUNTANTS 
London Cost Conference 
A London Regional Cost Conference was held last 
Saturday by The Institute of Cost and Works Account- 
ants at the Connaught Rooms. The conference was 
opened by Mr Edward Emmerson, F.C.A., F.C.W.A., 
Immediate Past President of the Institute. 

In a paper on "Productivity and costs: the challenge 
to Britain’, Mr H. Hodgson, F.C.A., F.C.W.A., comptroller 
of Fisons Ltd, stated that few major businesses were 
today conducted without some attempt at budgetary 
control. There was, however, an immense difference 
between good and bad budgetary control and it was 
necessary to say this with some emphasis. By yielding 
to management for greater simplicity, too many 
accountants accepted budgetary control in a form of 
words. Many of them, Mr Hodgson declared, have not 
kmastered the fundamental principles of the subject and 
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a great number of shortcomings in the country’s 
industrial resources will remain undiscovered until this 
deficiency is made good. 

Earlier, the conference was addressed by Dr Jan 
Bosch, of N.V. Philips, the Dutch electrical company, 
who compared productivity trends in Britain with those 
of other West European countries. 


GRIMSBY CHARTERED ACCOUNTANTS’ 
DINNER 


The annual dinner of the Grimsby and North Lincoln- 
shire Branch of the Hull, East Yorkshire and Lincoln- 
shire Society of Chartered Accountants was held at 
The Royal Hotel, Grimsby, on November 17th. 

The Chairman, Mr D. І. Stephenson, Е.С.А., 
supported by the President, Mr A. A. Beardsall, F.c.a., 
presided, and there were 123 members and guests 
present, including the Mayor of Grimsby, the Mayor 
of Cleethorpes, and 

Messrs J. Н. Mann, M.B.E., M.A., F.C.4., C. M. Strachan, 
0.В.Е., F.C.A. (members of the Council of the Institute); R. H. К. 
Marshall, r.c.A. (President, The Hull, East Yorkshire and 
Lincolnshire Society of Chartered Accountants); N. Townend, 
F.C.A. (Hon. Secretary, The Hull, East Yorkshire and 
Lincolnshire Society of Chartered Accountants); J. ¥. Smart, 
F.C.A. (Chairman, Lincoln and South Lincolnshire Group of 
Chartered Accountants); S. Adams; G. L. Williams; H. V. 
Heckford, 0.3.8. (Н.М. Inspectors of Taxes); К. Wood, M.C., 
т.р., F.C.LI. (President, Insurance Institute of Grimsby), 
W. М. Craven, A.C.A. (President, Grimsby and District Local 
Centre of the Institute of Bankers); S. A. Fuller (President, 
Gt. Grimsby Incorporated Chamber of Commerce and 
Shipping); H. Stephenson (Vice-Chairman, Grimsby and 
District Chamber of Trade); Dr М. Steel, M.D., M.R.C.P. 
(Chairman, Grimsby Division, British Medical Association); 
Mr G. Green (Hon. Treasurer, Chartered Accountants 
Students’ Society of North Lincolnshire). 

The toast of ‘The Institute of Chartered Account- 
ants in England and Wales’ was proposed by Mr J. 
Jolly, who spoke of the high standing enjoyed by 
members of the Institute. Responding, Mr J. Н. Mann 
referred to the recommendation just issued by the 
Council of the Institute dealing with the valuation of 
stock-in-trade, and said that this marked a step forward 
in the endeavour to achieve uniformity in published 
accounts. The toast of “he Guests’ was proposed by 
Mr M. С. Bain, F.c.A., a past chairman of the branch, 
who said: *We can now tell some of our clients that the 
happy days are over, and they will no longer be able to 
say to the auditors "let me know what the results are, 
and I'll tell you the stock-in-trade”.’ 

The Chairman thanked the dinner committee con- 
sisting of Messrs R. A. Steele, T. B. Campsie, E. M. 
Fisher and the Hon. Secretary, Mr W. S. Warrs, for 
their work in organizing the function. 


STOKE-ON-TRENT 
CHARTERED ACCOUNTANTS’ DINNER 
The annual dinner of the Stoke-on-Trent Area Branch 
of the Birmingham and District Society of Chartered 
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Accountants was held at The North Stafford Hotel, 
Stoke-on-Trent, on November 15th. The company of 
167 members and guests included: 

Mr P. Е, Carpenter, F.C.A. (representing the Council of the 
Institute; Mr P. С. Wild, D.S.C., J.P.; Professor E. M. 
Hugh-Jones (Professor of Economics, University College of 
North Staffordshire); Sir George Wade; Messrs E. J. 
Newman (President, Birmingham and District Society of 
Chartered Accountants); К. B. Leech (member of the Council 
of the Institute); A. Е. Baker (Chairman, Wolverhampton 
Branch of Chartered Accountants); D. H. Smale (Chairman, 
Coventry Branch of Chartered Accountants); R. H. Plant 
(President, British Pottery Manufacturers’ Federation); 
J. A. L. Wenger (President, North Staffordshire Chamber of 
Commerce); and J. S. Marshall (President, North Staffs Law 
Society). 

The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Mr Wild, and 
in his response, Mr Carpenter said that membership 
of the Institute was now over 34,000, but not all of 
these members were in England and Wales. From their 
early days, members had gone overseas ‘to spread the 
gospel’ and the reputation of the Institute throughout 
the world was at a very high level. 

Speaking as chairman of the Institute’s Examination 
Committee, he pointed out that on a long-term view 
the profession depended on the quality and training of 
the young men and women entering the profession 
today. Referring to the committee set up eighteen 
months ago to consider the whole question of educating 
articled clerks, Mr Carpenter said that it had emerged 
that there was a shortage of teachers of accountancy 
and he appealed to members to help in overcoming this 
problem by offering their services. 

Mr Carpenter rejected suggestions that the Council 
did little for the small practitioner. He believed that 
contention to be quite wrong. There were members of 
smaller firms as well as big ones on the Council and 
they had very much in mind the problems which the 
smaller practitioner had to face. 

The toast of “The Guests’ was proposed by Mr Е. 
Buxton, Chairman of the Stoke-on-Trent Area Branch, 
who presided, and Professor E. M. Hugh-Jones res- 
ponded. 


THE INSTITUTE OF INTERNAL AUDITORS 
London Chapter 


The next meeting of the London Chapter of The 
Institute of Internal Auditors will be held on Wednes- 
day, December 7th, at 6.p.m., at The Kingsley Hotel, 
Bloomsbury Way, WC1, when Mr Н. К. Watkins, 
head of operational research section, Shell-Mex and 
B.P. Ltd, will address members on "The role of opera- 
tional research in industry'. Inquiries about member- 
ship of the London Chapter should be addressed to 
the secretary, Mr H. G. Cox, The Monotype Corpora- 
tion Ltd, Salfords, Redhill, Surrey. 
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COURSE ON BUDGETARY CONTROL 
A two-day introductory course on ‘Budgetary control 
for managers', is to be held at The Midland Hotel, 
Manchester 2, from December 6th to 7th. 


'The object of the course is to provide an under 


standing of how flexible budgetary control is operated 
and the potential benefits. Speakers will be Mr F. 
Clive de Paula, T.D., F.C.A., F.C.W.A., and Dr James 


М. S. Risk, B.COM., PH.D., F.C.LS., F.B.LM. Further 


details regarding the course are obtainable from Man- 
agement Courses Ltd, 18 Hanover Street, London, Wr. 


THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


The following meetings of the London Students’ 
Society will be held during next week: 
Tuesday: Visit to the Ford motor works (limited number). 
5.30 p.m., at the Chartered Insurance Institute, 
20 Aldermanbury, EC2: Mock company meeting. 

Wednesday: 5.45 p.m., at St Paul's Tavern: Dinner 
debate with Westfield College. Motion: ‘It is better to 
have loved and lost then never to have loved at all.’ 

Kingsway Club: Theatre party. 

Thursday: 5.15 p.m., at the Institute: Introductory 
course lectures on “T'axable income’, by Mr J. Kennedy 
Melling, Е.С.А., F.T.LI., F.R.ECON.S.; and “The law of 
sale of goods’, by Mr A. C. Staples. 

Friday: 6 p.m., at Ilford: Lecture on ‘Company taxation’, 
by Mr K. W. Lunn, a.c.a. (Assistant taxation manager, 
Dunlop Rubber Co Ltd). 

Saturday: Badminton v. Regent Street Polytechnic. 


THE ACCOUNTANTS’ DIARIES 

The Accountants’ Diaries for 1961 now on sale contain 
completely revised information in the foolscap desk 
diary and the pocket diary. In addition, the foolscap 
desk diary and the octavo desk diary (which is without 
information pages) are this year in new and improved 
covers of attractive royal blue cloth with white lettering. 

The foolscap diary, which has three days to a page, 
includes information on professional fees, Inland 
Revenue duties, limited companies, profits tax, 
exchange tables as well as many other sections of use 
to the profession. Similar information is contained in 
the pocket diary, together with London, Edinburgh, 


" Belfast and other provincial street maps. 


'The prices of the diaries, and of pocket refills and 
cases (including postage and purchase tax) are as 
follows: : 


No. 3A Desk Diary (foolscap) .. 19s 6d 
No. 6 Desk Diary (octavo) re 135 за 
Pocket Diary » 36 T 00e 18: ба 
De Luxe Pocket Refills. Three days on а page 

with all information .. РЕ i .. 155 ба 
De Luxe Cases for Refills. Good quality leather, 

lettered in gold on front, lined with silk 17s 6d 


Copies are obtainable from the publishers, Gee & 
Co (Publishers) Ltd, The City Library, 27-28 Basing- 
hall Street, London, EC2.- 
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Income Tax on Remittances 


TATES which impose income tax almost invariably arrogate 

to themselves the right to tax the income of its residents 

which arises abroad. In an ideal world (assuming that 
income tax could exist there at all) income would be taxed only 
in the country where it arose, and this is a goal towards which 
many people are striving. The United Kingdom makes some 
concession in favour of trades carried on abroad and foreign 
pensions, and also in favour of taxpayers resident here but not 
domiciled here (and British subjects. not ordinarily resident here). 
The concession consists in charging tax on what is compendiously 
known as the ‘remittance basis’. A liability which the taxpayer is 
in a position to influence by manipulation is obviously wide open 
to avoidance devices. The tax reports over the years are full of 
cases directed in a general way to ascertaining js how far a 
taxpayer can go without attracting tax. 

When the case of Thomson v. Moyse was decided in ihe High 
Court and later in the Court of Appeal (37 A. T.C. 278; 38 A. T.C. 
53), it was thought that a method had been discovered so simple 
that it was remarkable that no one had thought of it before. 
Hopes of large-scale avoidance by the use of this method between 
now and the next Budget have, however, been dashed by a robust 
and unanimous decision of the House of Lords that the money 
received in the United Kingdom by it is just as much chargeable 
to British tax as if the taxpayer had physically brought the 
corresponding foreign income into the United Kingdom. 

Mn Моузе was a British subject resident in the United King- 
dom but domiciled in the United States, where he had beneficial 
interests in the estates of his parents. The income arising from 
those interests in America was paid into MR MovsE's bank 
account in New York. It fell to be assessed to British tax — part 
under Case IV of Schedule D and part under Case V. In view of 
Mr Movysz's foreign domicile the Case IV income fell to be 
assessed 


*on the full amount, so far as the same can be computed, of the 
sums received in the United Kingdom in the year preceding the 
year of assessment, without any deduction or abatement' (Income 
Tax Act, 1952, Section 132 (3) (а).) 


'The Case V income fell to be assessed 


‘on the full amount of the actual sums received in the United 
Kingdom in the year preceding the year of assessment (i) from 
remittances payable in the United Kingdom, or (ii) from property 
imported, or (iii) from money or value arising from property not 
imported, or (iv) from money or value so received’ (ie. in the 
United Kingdom) ‘on credit or on account in respect of any such 


Nu 
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remittances, property, money or value brought 

or to be brought into the United Kingdom, without 

any deduction or abatement other than is allowed 
under the provisions of this Act, in respect of 
profits or gains charged under Case I of Schedule 

D’ (Section 132 (3) (5)). 

(The numbering of the four categories is ours.) 

What Mr Moyse did was to draw cheques on 
his New York bank, in dollars, and to send those 
cheques to his English bank with a request to 
credit him with the sterling equivalent. The 
English bank did so credit him, and sent the 
cheques to its own branch in New York which 
collected the dollars and passed them to the 
account which the Bank of England had with the 
United States Federal Reserve Bank. Presumably 
the English bank received from the Bank of 
England payment for crediting its account in 
this way. 

There are two acknowledged and long-estab- 
lished ways in the banking world of realizing 
foreign currency standing to one’s credit in a 
foreign bank. The English bank could, as the 
agent of Mr Moysz, have collected the sterling 
proceeds of the cheque for him. Alternatively it 
could, as a principal, buy the cheque from him for 
sterling. The Special Commissioners found as a 
fact that the latter method was adopted. On this 
finding they held that the proceeds of sale of the 
cheques were not chargeable, either under Case 
IV or under Case V. At the time of sale nothing 
had been brought to the United Kingdom. 

This decision was upheld by WYNN-Parry, J., 
and by a majority of the Court of Appeal. Lorp 
Justice РЕАКСЕ, who dissented and whose 
masterly judgment has now been affirmed by the 
House of Lords, recalled an observation of Lorp 
BRAMPTON in Gresham Life Society v. Bishop 
(4 T.C. 464, 475): | 

‘It is conceded that по part of the money 
in question was ever received in the United 

Kingdom in specie, or in any form known to the 

commercial world for the transmission of money 

from one country to the other.’ 
His lordship added that Mr Moyse wished to 
have the use of his foreign income here. That 
necessitated some form of transmission. He 
achieved it by a normal and old-established 
commercial method. If his argument against 


liability was correct, many persons over е ° 


century had paid, without protest, tax which 
they were not liable to pay. 
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After reviewing earlier cases where ‘remittance’ 
was negatived, Lorp Justice PEARCE pointed 
out that they turned on different facts. It was 


true that money or property had to come here 


from abroad if there was to be liability, but it 
was not necessary that it should come at the same 
time that MR Moyse acquired the sterling. His 
lordship felt bound to assume, although it was 
not found as a fact, that the English bank had 
received in England the proceeds of the sale of 
the dollars to the Bank of England. In that case 
the circle was complete. 

Both sides having agreed that, notwithstanding 
the verbiage of Case V, it was not distinguishable 
from Case IV, his lordship reviewed in detail 
the wording of Case V. He expressed the view, 
subject to authority, that item (iii), i.e. sums 
received from money or value arising from ` 
property not imported, did not contain any 
necessary implication that the *money or value 
arising’ need be imported. However, there were 
dicta to the opposite effect by Lorn CoHEN and 
by Lorn Cave and therefore he rested his judg- 
ment on the more general ground. 

It is interesting to observe that Lorp COHEN 
was one of the members of the House of Lords 
who have now reversed the Court of Appeal 
and affirmed the dissenting judgment of Lorp 
Justice Pearce. Loro Rapcuirrg, in a brief 
speech, said it puzzled him to see how or why 
the banking transactions to which the taxpayer 
resorted should be regarded as insufficient to 
constitute the sterling proceeds as assessable 
sums for the purposes of Cases IV and V. What 
the taxpayer did, in all its essentials, was to 
bring the money here. He parted with his dollars; 
he got his sterling. What importance could there 
be in the actual place of writing out the cheques, 
or in the physical movements of the cheques, 
if the direct result of the mechanism employed 
was to turn the taxpayer’s income in one country 
into money or value in the other country to 
which he had decided to transfer it? 

The ‘bringing in’ of a person’s income in this 


ai 


context meant nothing more than the effecting Aii 


of its transmission from one country to another 
by whatever means the agencies of commerce or 
finance might make available for that purpose. 
Neither the words of the Income Tax Acts nor 
earlier judicial decisions dealing with Cases IV 
and V supported the views of the Courts below. 
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N the majority of cases, a hire-purchase 

contract is so phrased as not to constitute a 

sale; it is a kind of conditional contract under 
which a sale will occur when the ‘buyer’ pays the 
last of a number of ‘hire’ payments. Until that 
moment, the ‘vendor’ is the owner of the goods 
as no title has passed and the ‘purchaser’ is 
simply a hirer with a chance of becoming a buyer. 
When a finance company is substituted for the 
‘vendor’ in the contract, and pays him money, it is 
purchasing the goods and not a book debt. It can 
therefore protect itself by requiring the ‘vendor’ 
to enter into a re-purchase agreement. 
-~ These simple and undisputed facts could not 
be more inconvenient to accountants, or em- 
barrassing to the finance companies. The pitfalls 
of consumer credit were the subject of an article 
by MR ANCRUM Evans, T.D., Е.С.А., in The Times 
of November 25th. ‘Book debts are regarded as 
being better security than goods’, says MR 
Evans, and to show large amounts of stocks out 
on hire would severely handicap finance com- 
panies in their task of borrowing money. More- 
over, ‘In the case of goods, the value shown on 
the balance sheet should be the market value or 
the cost . . . whereas by treating the business as 
lending, the finance company may add a pro- 
portion of the charges . . . thus bringing into 
account moneys which are not of a truth earned 
until the contract is completed.’ The finance 
company's auditor would be faced with the 
almost impossible task of verification and valua- 
tion of the goods in the hirers' hands. The 
difficulty would be accentuated as a result of 
the recent Recommendation of the Institute, 
which requires a more specific statement of the 
basis of valuation. 

A quotation from Hire-purchase Accounts and 
Finance, *. . . for the purpose of accounting, the 
finance company treats the business rather as if 

Vit were lending money instead of letting goods 
on hire with an option to purchase’, is acknow- 
ledged by Mr Evans to represent the generally- 
accepted accounting principle but, he says, this 
‘is really a malpractice’. It must be admitted, 


1 Simpson Cook and Others, published by Gee & Co 
(Publishers) Ltd, London, 27s 6d. 
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. Hire-purchase Accounting 


however, that from a practical point of view, the 
finance company's position may be shown more 
fairly in this light than in accordance with the 
strict legal realities of the situation, particularly 
in relation to the overwhelming majority of 
transactions which terminate regularly, all instal- 
ments being paid. The same can be said of the 
accounting entries made in the books of the 
vendor, and, eventually, of the purchaser. It is 
only when a hire-purchase finance company 
acknowledges sudden and unexpected losses from 
bad debts, or a retailer selling mainly on hire- 
purchase fails, that the unsatisfactory features of 
the situation become apparent. 

Or is it? Mr Ancrum Evans implies that 
accounting for hire-purchase transactions is 
itself a contributory cause of these losses; and 
he even suggests that finance companies which 
mislead depositors by showing accounts receiv- 
able in their balance sheets instead of goods out 
on hire may come under the fraud provisions of 
the Prevéntion of Fraud (Investments) Acts. It 
may be that ‘hire-purchase’, as a method of doing 
business, is inherently unsatisfactory for these 
reasons, which perhaps explains why it is 
virtually non-existent in the U.S.A. and has 
been abandoned by some important companies 
in this country. 

Like many other generally-accepted accounting 
procedures, this one derives from established 
practice rather than strict (‘pedantic’ is Mr 
Evans’ term) accounting approach. It was just 
such a situation as this which led to the Royal Mail 
Steam Packet case, and the time may well have 
come for the accountancy profession to consider 
the virtues of ‘pedantry’ in this connection. 

As an addendum to the foregoing comments it 
is interesting to observe both the recent move 
taken by several large finance companies towards 
creating a national ‘credit rating’ agency, and 
the opposition to the proposal. Credit rating is 
commonplace in the U.S.A., and through ‘trade 
protection societies' it has long existed in limited 
form in Britain. It remains to be seen how British 
conservatism against extending the practice may 
be reconciled with the commercial merits of the 
scheme. 
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Reviving Dissolved Companies 


by W. H. D. WINDER, M.A., LL.M. 


not have been preceded by the process 
known as winding-up but in either case 
dissolution is not necessarily the final extinction 
of the company. The Court has a discretionary 
power, subject to certain conditions, to bring it 
to life again. Sections 352 (1) and 353 (6) of the 
Companies Act, 1948, both confer a power to 
revive and there are important differences be- 
tween the two statutory procedures. There are 
various reported cases on the effects of a judicial 
declaration that a dissolution shall be void but the 
case of In re Servers of the Blind League ([1960] 
1 W.L.R. 564) is an exceptional instance of the 
Court's refusing to make such a declaration. 
"Ihe company is restored to life as from the 
moment of dissolution but, continuing a con- 
venient metaphor, it remains buried, unconscious, 
asleep and powerless until the order is made which 
declares the dissolution to have been void. Then, 
and only then, is the company restored to activity.’ 
This process, described by Lord Blanesburgh 
in a leading House of Lords case on the subject 
(Morris v. Harris ([1927] A.C. 252, 269)), is what 
Mr Justice Pennycuick decided against in the 
recent case as it would operate to dispossess 
persons who had obtained a vested interest in 
property in the meantime. À testatrix had given a 
fourth share in her residuary estate to a company 
established for charitable purposes but the com- 
pany had been dissolved before her death. After 
her death, the liquidator applied to the Court for 
an order under Section 252 (1) declaring the 
dissolution of the company void. The company 
had been dissolved under Section 290 (4) in the 
usual manner three months after the registration 
of the final return in the winding-up. 


Ts dissolution of a company may or may 


Dissolution not Voided 


The testatrix had died only some seven months 
after the date of dissolution of the company and 
so the liquidator was within the time limit of two 
years prescribed by Section 352 (1). And he had 
sufficient standing to make an application as it 
can be made ‘by the liquidator of the company 
or by any other person who appears to the Court 
to be interested’. If the company remained dis- 
solved the gift would, of course; have lapsed and 
it would have devolved on the footing of a partial 


intestacy. If the company’s dissolution were to 
be declared void then it would have been argu- 
able that the company took the gift as being 
legally in existence at the time the will took effect. 
The judge took this view, for he said: 

‘The effect of this order, if made, would be that 
the dissolution would be void ab initio, with the 
consequence that the company must be regarded 
as having been in existence at the date of the 
death of the testatrix; and, accordingly, the gift to 
it of a residuary share would have been effective. 
Equally, the order would now divest the interest 
which the next-of-kin took at the date of death, | 
and with which they were in a position to deal 
from that date.' 


He held, for this reason, that it would not be 
right to make such an order. He thought that, 
generally speaking, the purpose of an order 
under Section 352 is to enable distribution to be . 
made of an asset which belonged to the company 
before dissolution but which, for some reason, 
was overlooked and has vested in the Crown as 
bona vacantia under Section 354 of the Act. Mr 
Justice Pennycuick concluded: 

‘The position here is wholly different. The asset 
in question, namely, the residuary share under the 
will of the testatrix, never belonged to the com- ,. 
pany at all, and the order would dispossess other 

.persons who obtained a vested interest in the 
asset under a title not derived from the company.’ 


Without seeking to lay down any rule of universal 
application, he did not think it would be right to 
exercise the discretion in these circumstances. 
The concluding words of subsection (1) do 
suggest that the original purpose of the section 
may have been as suggested. The Court may 
*make an order, upon such terms as the Court 
thinks fit, declaring the dissolution to have been 
void, and thereupon such proceedings may be 
taken as might have been taken if the company 
had not been dissolved'. On the other hand, the 
Courts have pointed out how wide is the power 
to make a Section 352 order. ^ 
'The effect of such an order, however, is a 
different matter. The precedents suggest that 
the assumption behind the reasoning in the case of 
. Tù re Servers of the Blind League may have been 
incorrect, the assumption, that i is to say, that if 
an order had been made the company would 
necessarily have been entitled to the gift. 
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Dissolution Void: Extent of 
Retrospective Effect 


In the leading case of Morris v. Harris, the 
: House of Lords, by a majority of three to two, 
came down against the fully retrospective effect 
of a Section 352 order. (They were concerned 
with Section 223 of the Act of 1908 which was 
in the same terms.) In this respect the House 
contrasted the equivalent of the present Sec- 
tion 353 (6) under which 'the company shall be 
deemed to have continued in existence as if its 
name had not been struck off' by the Registrar, 
once the Court declares the dissolution void. 
During the period of dissolution in Morris v. 
Harris, arbitration proceedings had been taken 
against the company, or rather the non-existent 
company, and an award had purported to be 
made against it. Later, when it was revived by a 

ection 352 type of Court order, it was held that 
| proceedings and award were null and void. 

“They were taken’, said Lord Sumner, ‘and made 
against a company which did not exist, and no 
subsequent validity has been or could be given 
to them.’ The person taking the proceedings had 
to claim afresh in new proceedings in which the 
liquidator would be a party. The company was 
not treated as having been in existence through- 
out. 

It was explained that the Court’s order of 
avoidance of a dissolution would not, for example, 
undo the reversion of freeholds to an original 
grantor or the acceleration of a reversioner’s 
immediate title to leaseholds in the case of lands 
accidentally undisposed of in the winding-up; 
it would not undo dispositions made by such 
grantor or reversioner in favour of third parties, 
wholly innocent of any irregularity. "This must 
be the result, if the judge’s order simply puts back 
the clock and restores things as though the dis- 
solution had never been.’ It was true, Lord 
Blanesburgh said, that a declaratory order in un- 
qualified terms did ‘have the effect of restoring 
to the revived company its corporate existence 
as from the very moment of the dissolution 
thereby declared to have been void’, but he 
continued: _ 

*But the expository words which follow carefully 
and, as I think, advisedly refrain from adding that 
such an order is to have the effect of restoring to 
the company from the same moment, not its cor- 
‘porate existence only, but its corporate activity 
also. On the contrary, these expository words 
import, as I think, that it is only after the order, 
has been made – it is “thereupon” but not before ~ 
that any active consequences are to. ensue.’ 


Up to the moment of the Court order the 
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dissolution is completely effective. The operation 

of the order, said Lord Blanesburgh, ; 
‘is not at once and as of course to ratify acts done 
during the interval, which, if done at all must 
necessarily have been acts of mere usurpation, by a 
liquidator or other pretended agent with no office 
knowingly done on behalf of a company which had 
no existence’. 


Sections 352 and 353 Contrasted 


Section 352, in view of its reference to a liqui- 
dator, contemplates mainly the case where the 
dissolution has been preceded by a winding-up. 
Section 353 contemplates mainly the case where 
the dissolution has not been preceded by a 
winding-up. This section gives the Registrar 
power to strike companies off the register where 
he has reasonable cause to believe that they are 
not carrying on business or are in operation. 
Hence, rather aptly, the side-note refers to a 
‘defunct company’ although the section itself 
does not use this phrase. The section says that 
the company shall be ‘dissolved’ (see subsections 
(3) and (3). МО. 

Section 353 had to envisage a dissolution which 
might have taken place without the knowledge 
of anyone concerned in the company. Accordingly 
subsection (6) gives the Court wide powers to 
‘order the name of the company to be restored 
to the register’ on the application of ‘the com- 
pany or member or creditor’. The application 
may be made as long as twenty years from the 
striking off, but an application to declare a 
dissolution void under Section 352 must be made 
within two years of the date of the dissolution. 

Then there is the vital distinction between the 
two sections in that Section 353 (6) provides, on 
the Court’s ordering the name of the company 
to be restored to the register, ‘the company shall 
be deemed to have continued in existence as if 
its name had not been struck off’ and ‘the Court 
may by the order give such directions and make 
such provisions as seem just for placing the 
company and all other persons in the same posi- 
tion as nearly as may be as if the name of the 
company had not been struck off’. There is no 
such express provision in Section 352 for vali- 
dating a wide range of intermediate acts. All that 
the section says is that the Court may ‘make an 
order, upon such terms as the Court thinks fit, 
and thereupon such proceedings may be taken as 
might have been taken if the company had not 
been dissolved’. . 

A further distinction is that the Section 353 
(6) powers of the Court to undo a dissolution 
can only.be used if the company has, been dis- 
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solved by being struck off the register under that 
section, while the Section 352 (1) powers can 
be used in any case in which a company has been 
dissolved, even a case in which it has been 
dissolved under Section 353. This is the effect 
of the decision in In re Belmont & Co Ltd 


([1952] Ch. 1o). 


Dissolution and Outstanding Tax 

Claims | 
In this case the company’s name had been struck 
off under Section 353 and notice of the dissolu- 
tion had been duly published in the London 
Gazette, At that date the Commissioners of 
Inland Revenue had made various assessments 
to tax on the company, including excess profits 
tax, income tax and profits tax. The assessments 
were all under appeal, but in consequence of the 
dissolution of the company the Commissioners 
were unable to proceed with the appeals unless 
the dissolution of the company were declared 
void. They therefore made an application under 
Section 352 (1) asking the dissolution to be 
declared void. 

They did not make the application under 
Section 353 (6) even though the company had 
been dissolved under that section. The reason 
for not using this subsection was that it was 
doubtful if the Commissioners were a ‘creditor’ 
within the meaning of the subsection as the 
assessments on which they claimed were under 
appeal, It might have been successfully argued 
that as the claims were not admitted or finally 
decided they were not debts or liabilities in 
respect of which anyone could be a ‘creditor’ at 
that stage. This point was not decided but Mr 
Justice Wynn-Parry said that it was 


‘at least doubtful whether it could be said that the 
Commissioners of Inland Revenue were creditors 
of the company so as to entitle them to proceed 
by petition under Section 353 for an order restoring 
the name of the company to the register’. 


But he held that he had jurisdiction under 
Section 352 (1) to declare the dissolution void, 
and, under the Court's inherent power, to order 
the restoration of the company's name to the 
register. This he did. 

‘It is a section’, he said, ‘which prima facie 
refers to and is intended to cover, all the cases 
under the Act where a company has been 
dissolved.’ He thought that there was nothing 
to suggest that the jurisdiction of the Court under 
Section 352 was circumscribed and he thought 
that the proviso to Section 353 (5) pointed the 
other way. 'T'he proviso postulated that the Court 
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could bring the company sufficiently to life in 
order to wind it up, and that could be done 
without any reference to Section 353. 


oo 


Dissolution and bona vacantia 

Where a company is dissolved, its property is 
deemed to be bona vacantia and accordingly 
belongs to the Crown. This rule, which is stated 
in Section 354, is ‘subject and without prejudice 
to any order which may at any time be made by 
the Court under the two last foregoing sections’. 
The Courts have had occasion to consider both 
these sections in connection with the bona vacantia 
rule, 

In the case of In re Dixon Lid ([1947] Ch. 251) 
the Court had made an order declaring a dis- 
solution void under the equivalent of Section 
352 (1) and it was held that the result was that 
any property which purported to have vested i 
the Crown as bona vacantia never so vey~4. 
Accordingly, so it was held, no order for thé 
vesting of the property was necessary. 


The case of In re Cambridge Coffee Room 


Association Ltd ([1952] 1 All E.R. 112) was a 
Section 353 case. The company’s name had 
been struck off the register under subsection (5) 
and in consequence the property had vested in 
the Crown. The company and its management 
committee were unaware that the name of the 
company had been struck off, the official notifica- 
tion and letters from the Registrar not having 
been received. Later the management committee 
discovered this and desired the company to be 
wound up. The reason for wishing for a winding- 
up was that the memorandum of association 
made special provision for the disposal of assets 
in a winding-up. The company was a charity 
and the assets could be passed to another charity. 

In a subsection (5) case under Section 353 it is 
provided that 

‘(6) nothing in this subsection shall affect the 

power of the Court to wind up a company the 

name of which has been struck off the register’. 
Doubt arose whether a simple order for the 
company to be wound up would divest the 
Crown of the property of the company and re- 
invest it in the company. The petition to the 
Court, therefore, asked for the name of the 
company to be restored to the register and then 
for the company to be wound up. The Court 
made this twofold order. | 
. Section 353 (5) contains no saving provisions 
similar to those to be found in Sections 352 (1) 
and 353 (6). There appeared to Mr Justice 
Wynn-Parry to be force in the submission that 
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doubt existed whether a compulsory winding-up 
order alone amounted to an order ‘made by the 
Court under the two last foregoing sections’ so 


—as to exclude the bona vacantia section, Sec- 


tion 354. 


Retrospective effect of Section 353 (6) 


The saving provisions of Section 353 (6) are by 
no means clear as to the extent to which the 
restoration of a company's name to the register 
under that section does have a truly retrospective 
effect. It is certainly deemed to have continued 
in existence as if its name had not been struck 
off but the legal process of ‘deeming’ is neces- 
sarily something of a legal fiction. A presumption 
is never quite the same as actuality. We cannot 
go so far as to say that whatever would, in fact 


and in law, have happened if the company had 


never been struck off must be treated as having 
happened. 

The majority decision of the Court of Appeal 
(Lord Evershed, M.R., and Hodson, L.J.) in 
Tymans Ltd v. Craven ([1952] 2 Q.B. 100) did, 
however, go a long way in giving retrospective 
effect to subsection (6) in the circumstances of 
that case. Lord Justice Jenkins (now a Lord of 
Appeal in Ordinary) in a powerful dissenting 
judgment declined to go so far. 

A company had been struck off the register 
under Section 353. During the period of its 
dissolution an application was made in the com- 
pany’s name to a County Court for the grant of a 
new lease of a lock-up shop under the Leasehold 
Property (Temporary Provisions) Act, 1951, Sec- 
tion 12, The hearing was adjourned and before 
it was resumed the company’s name had been 
restored to the register by an order of the Court 
under Section 353 (6) of the Companies Act. 
At the adjourned hearing of the application for a 
new lease, a preliminary objection was taken on 
behalf of the respondent lessor that as the com- 
pany had not been in existence when the applica- 
tion was first made, the application was a nullity 
and could not be entertained. The County Court 
judge considered the objection well founded and 
refused to hear the application. The Court of 


: Appeal decided that there was jurisdiction. 


The judgments of the majority are authority 


j} for two propositions: (1) An order of the Court 


made under Section 353 (6) restoring to the 
register the name of a company previously dis- 
solved under Section 353 (5) and declaring that, 
*the company shall be deemed to have continued 
in existence as if its name had not been struck 
off is effective to validate retrospectively all acts 
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done in the name or on behalf of the company 
during the period between its dissolution and 
the restoration of its name to the register. Lord 
Evershed conceded in his judgment that Section 
353 (6) is no doubt primarily directed to the case 
where a formal end has been put to a company 
which has in practice become defunct or lapsed 
into inanition. But he added that the earlier 
provisions of the section provide an effective 
sanction for failure to comply with the statutory 
obligation on a company as to making returns, 
and so on. The section was therefore specifically 
directed (and the subsection in its original form 
in the Act of 1880 was exclusively applicable) to 
cases, like T'ymans Ltd v. Craven, where a com- 
pany which bad failed in the performance of its 
statutory duties had, nevertheless, continued to 
trade and to transact business and, as a conse- 
quence, entered into numerous engagements with 
third parties. 

(2) The second proposition was that the final 
words of the subsection empowering the Court 
*to give such directions and make such provisions 
as seem just for placing the company and all 
other persons in the same position as nearly as 
may be as if the name of the company had not 
been struck off’ did not qualify the scope of the 
preceding general words. The final words were 
complementary to the previous general words, 
so as to enable the Court to achieve to the fullest 
extent consistent with justice the ‘as you were’ 
position of the company. In restoring the com- 
pany's name to the register the Court, in Tymans 
Ltd v. Craven, had not given any directions by 
virtue of the final words of the subsection. The 
Court had not said that the action which had 
been started in the company's name to obtain an 
extension of the lease should be treated as an 
effective action. Yet that action was effectively 
started, so the Court of Appeal held. 


It may briefly be noted that Lord Justice 
Jenkins in his dissenting judgment made three 
points. On the true construction of Section 353, 
he thought, an order of the Court restoring a 
company to the register (i) operates only to 
restore and preserve the original corporate status 
and identity of the company, and (ii) may at the 
discretion of the Court provide for the validation 
of acts done during dissolution, but (iii) does 
not in the absence of any such provision validate 
any such acts. This would be to give to the 
reviving of dissolved companies a strictly limited 
retrospective effect. The House of Lords in 
Morris v. Harris favoured such a limited effect 
in Section 352 cases. 
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Calculating Machines 


in the Professional Office 


by A. С. ANDREWS, А.С.А. 


which appeared in the November 5th issue of 
The Accountant, Mr R. S. Waldron, F.c.A., 
pointed out that 

‘bearing in mind the cost of staff salaries, "salary 

time" saved may well be well worth the relatively 

low outlay involved in the purchase of a small 
calculating machine’. 

'The wisdom of this advice does not yet seem 
to have been appreciated by the majority of 
practising accountants, perhaps because they do 
not fully realize the extent of work that can be 
performed by a rotary calculating machine and 
the ease with which it can be accomplished. 
While most accountants are familiar with mach- 
ines which perform only addition and subtraction, 
it should be pointed out that all rotary calculating 
machines are capable of adding and subtracting, 
and equally of multiplying and dividing. Let us 
take a typical example of a task for which the 
calculating machine is ideally suited. 

Most audit programmes call for some attention 
to the arithmetic accuracy of a client's stock 
sheets, whether it be a тоо per cent check or a 
test check. The calculations involved usually take 
the form of a number of items multiplied by 
value, such as 4,872 units at 7s 3d each, or in 
more complex form such as 4,872 units at 7s 3d— 
25 per cent—5 per cent. Calculations of this 
nature will be familiar to every auditor, and most 
practitioners must have worked out hundreds of 
such problems when they were articled clerks. 
Other uses which spring to mind are: percentage 
of gross profit to sales; percentage of expenses to 
sales; yields on investments; depreciation; appor- 
tionment of charges, etc. 

With the aid of a calculating machine, these 
problems can be worked out in a fraction of the 
time taken to do them mentally with the aid of 
pencil and paper, and perhaps a ready reckoner — 
and with greater accuracy than can usually be 
obtained using slide rules, except perhaps by 
those who are adept with those instruments. 
Another important factor, too, is that no special- 
ized operator is required. This is a very important 
point for a practising accountant to consider 
because it means that each and every member of 


Г: an article dealing with practice organization, 


his staff can quickly become accustomed to use 
the machine and achieve a direct saving in time. 


Types of Machine 


Rotary calculating machines fall into three main 
categories: 

(г) Hand-operated machines. This group con- 
sists of machines whose mechanism is operated 
by simply turning a handle after the relevant 
factors have been set into the machine via the 
keyboard. То effect addition and multiplication, 
the handle is turned in a forward direction and in 
reverse for subtraction and division. Results of 
calculations are displayed on dials. Р 

(2) Electrically-operated semi-automatic mach- 
ines. These are similar to hand-operated models 
(as regards keyboard and the display of results) 
but the mechanism is actuated electrically. Also, 
on these machines, either multiplication or 
division is carried out automatically, ie. the 
relevant factors are set on the keyboard and the 
multiplication or division key is depressed. 
Thereupon the machine performs the calculation 
and displays the results with no further attention 
from the operator. 

(3) Fully-automatic machines are a logical 
extension of the semi-automatic type in that they 
are capable of both automatic multiplication and 
automatic division. Fully-automatic machines 
may also be equipped with further time-saving 
features such as: 


(a) transfer mechanism which enables the 
result of one calculation to be used as a 
factor in the next operation, i.e. ах bX с; 

(b) constant factors can be locked into the 
machine to eliminate resetting in a series of 
calculations such as ax b, ax c, ax d, etc.; 

(c) accumulator dials which enable the results 
of individual calculations to be stored to 
produce a grand total, i.e. (ax 5)--(сх а) + 
(ex f), etc.; 

(d) item counters to keep record of the number 

` of multiplications performed; 

(e) automatic squaring allowing a factor to be 
squared without any resetting of a key- 
board. 
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This 15 the machine THAT PUT. 


BURROUGHS 
SENSIMATIG SALES 


_ AND 
THE 
REASON 2, 


NO OTHER descriptive accounting 
machine has ever been so ingeniously 
designed to meet the needs of your 
business, 

The famous Four Programme Panel 
of the Typing Sensimatic guides the 
machine automatically through any 
kind of accounting. Invoicing . . . 
Ledger Posting...Payroll...to final 
accounts—just flick a knob to switch 
from one job to another! 

Another big dividend you get from 
the Typing Sensimatic is its advanced 
typing principle bringing you sharp, 
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clear printing. So simple too is the 
Sensimatic’s operation that even in- 
experienced operators employed today, 
learn today. 

See for yourself its confident, quick 
performance, its high degree of auto- 
mation, its remarkable simplicity. 
Call your nearest Burroughs Branch to- 
day for a local demonstration, or write 
for the booklet "Burroughs Complete 
Planfor Management Accounting" to: 

Advertising Department, 
Burroughs Adding Machine Limited, 
356-366 Oxford Street, London, W 1 


The Government 


Graduated 
Pension Scheme 


The Government Graduated 
Pension Scheme comes into 
effect shortly. Your local 
Burroughs representative is 
well qualified to advise you 
how best to handle the extra 
work involved. 

Consult your local Burroughs 
Branch today. 


SEE Burroughs frst 


FACTORIES AT STRATHLEVEN AND CUMBERNAULD, SCOTLAND 


THE 
XVI ACCOUNTANT - December 3rd, 1960 


As you probably tell your client: 


LIFE ASSURANCE gives him cover for his dependants and tax relief on 
the premiums he pays. i 


EQUITY INVESTMENT gives him a measure of protection against 
inflation and a stake in the progress of industry. 


But did you know this? 
British Shareholders Trust, a Unit Trust 


authorized by the Board of Trade, now presents an Executive Saving Scheme 
which combines these advantages, enabling him to insure his life for a stake 
in a balanced portfolio of over 89 selected leading British firms and also 
Government Stocks. 


The scheme provides a special kind of Endowment Assurance policy, not 
for a fixed cash sum, but for a block of units in the B.S.T. Payment is made 
‘by an initial premium of 25 per cent of the cost of the units at the outset, and 
subsequent premiums over an agreed number of years (usually not less than 
twelve). As with a normal life assurance policy, the premiums attract the 

' statutory income tax relief, and the policy may be drawn up under the Married 
. Women's Property Act, so as to minimize Estate Duty. 


The offer price of the units on November 29th, 1960, was 13s 6d to yield £3-47%. This price repre- 
sented an appreciation of 35 per cent over the initial offer price in November 1958, of 10s. 


For further information, please write to the Managers, PHILIP HILL, HIGGINSON, ERLANGERS LIMITED 
34 Moorgate, London, EC2 


For SPEED — ACCURACY — RELIABILITY — ECONOMY 
У У У У 


See The New Optimatie Accounting Machine 


CREDIT BALANCE FEATURE IN ALL REGISTERS 
AUTOMATIC PRIOR PROOF ON ALL MODELS 
ELECTRIC TYPEWRITER KEYBOARD OPTIONAL 


RANGE INCLUDES MACHINES WITH 3, 5, 7, 9 AND 
11 REGISTERS 
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Sales and Service from: 


OPTIMATIC ACCOUNTING MACHINES LIMITED 
35-36 EAGLE STREET, LONDON, WCL Telephone: CHANCERY 3676 
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The type of machine most suited to any 
particular need depends on several factors — the 
nature of the calculations involved, the volume of 


_work, type of staff available, etc. Many com- 


mercial and industrial concerns have found that 
it is often quite economic to equip relatively 
junior clerical staff members with a fully-auto- 
matic machine, because the more automatic the 
machine the less the possibility of human error. 
In other instances, extremely light, portable 
hand-operated machines, taking no more desk 
space than a telephone, are widely used by 
executives and clerical staff alike. 


Mental Ability Improves 
Professional offices rarely have the high volume 
of calculations to make, or check, that would 
call for a fully-automatic machine, but almost 
every audit calls for checking calculations of 
some sort. In introducing a calculating machine, 
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a practitioner should not feel that he is denying 
his articled clerks some mental exercise from 
which they would benefit for the remainder of 
their lives, for it has been found in courses 
carried out in various educational establishments, 
that a pupil’s ability in mental and written 
arithmetic actually improves after using a 
calculating machine. 

In the use of calculating machines, practitioners 
in Britain appear to lag behind their counterparts 
in North America, perhaps the higher cost of 
staff salaries in the United States may be 
advanced as a reason. Nevertheless, it should be 
realized that the cost of a hand-operated calculat- 
ing machine is as low as £1 per month (spreading 
the cost price and maintenance over ten years). 
On consideration, therefore, most accountants 
would surely agree that very little ‘salary time’ 
needs to be saved to cover ‘the relatively low 
outlay’ involved in the purchase of such a small 
but exceptionally useful item of equipment. 





Weekly Notes 


New Broadcast on Accountancy 


TS remedy the regrettable and misleading impres- 
sion of the accountancy profession given in the 
recent B.B.C. ‘Professional Portrait’ broadcast, the 
Institute was offered fifteen minutes on the air for 
an authentic talk on the profession. 

It is pleasing to report that the new programme 
has now been arranged and will take place from 
10.10 p.m. to 10.25 p.m. next Sunday evening, 
December 4th, on the Home Service. Entitled 
“The Accountant and You’, the broadcast will be in 
the form of a discussion between Mr Dudley Perkins, 
of the B.B.C., and two members of the Council of 
the Institute, on the increasing importance to the 
individual of the accountancy profession. 


‘New Deal’ for Shareholders 
НЕ joint-stock company is ‘a man-made device 
for marrying brains with bank balance... . 


j| The management of its affairs is almost entirely in 


its directors; and its members or shareholders seem 
to many to have no functions except to provide the 
capital and to accept such dividends as the directors 
may see fit to distribute’. Many readers would agree 
with these points made by Mr Guy Naylor, a lawyer, 
in the latest Hobart Paper.1 


The underlying theme of his paper is that the 
extension of share-ownership to the general public – 
a large section of which has little knowledge or under- 
standing of these matters — brings with it the need 
for a clearer formulation of their rights vis-d-vis the 
directors of the companies in which they have a 
stake. There is, too, the further point underlined by 
the recent trustee legislation, that many institutions 
which hold funds in trust for their members would 
probably like fuller information about the companies 
in which they propose to invest. To these ends, 
Mr Naylor makes a number of proposals. He follows 
the Cohen Committee in its criticisms of the ultra 
vires doctrine and urges some restriction in the 
present practice of over-wide ‘objects’ clauses. In 
this context he refers critically to expenditure on 
political account and suggests that the law be clarified 
and the expenditure limited to a proportion of the 
profits. A series of recommendations are made 
urging the provision of more informative accounts. 
‘Asset values shown on an historic cost basis are 
misleading; current insurance values (where appro- 
priate) should be revealed and compared with the 
last professional valuation.’ 

Mr Naylor also wants a more ‘accurate estimate 
of depreciation' and suggests that accounts might 
also show full details of the allowances granted by 
the Inland Revenue, the published figure being 
certified by both the auditors and directors. The 
request for ‘full information’ about the company’s 
trade investments is much less contentious than the 
suggestion that figures for stocks and customers’ 





1 Company Law for Shareholders, by Guy Naylor, Hobart 
Paper 7. Published for the Institute of Economic Affairs 
by Barrie & Rockliff. 3s 6d net. 
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accounts should be classified so as to show the 
probable realization value of ‘current assets’, Many 
company boards will view with disfavour his plea 
for details of turnover and selling costs in the 
accounts. On the other hand, members of the 
profession may feel that the suggestion that the 
independence of auditors should be strengthened is 
timely. 

While acknowledging the Cohen Committee’s 
conclusion that auditors have generally been in 
advance of current law, Mr Naylor believes that 
‘their professional code may inhibit frank criticism 
of a company’s accounts’. He suggests that auditors 
be empowered (and perhaps in extreme cases re- 
quired) ‘to reveal to the authorities a situation 
thrown up by their examination, which, if not dealt 
with speedily, may result in loss through fraudulent 
practice continued, until, and uncheckable before, 
the next report to be made in the ordinary course 
by those auditors’. 

The author is on firmer ground when he urges 
greater freedom for the Press in their comments on 
company affairs, and many readers will join him in 
hoping that the Jenkins Committee will propose a 
British version of the American Securities and 
Exchange Commission to ensure more effective 
disclosure. In short, accountants will find Mr 
Naylor’s views both contentious and thought-provok- 


ing. 
Jenkins Committee Evidence 


НЕ minutes of evidence taken before the Com- 

pany Law Committee at the second day of its oral 
hearings (September 3oth, 1960) have now been 
published. Published with them, in appendices, are 
memoranda submitted to the Committee by J. Lyons 
& Co Ltd, The Lord Piercy, с.в.к., and Guest Keen 
& Nettlefolds Ltd. The attitude of J. Lyons & Co 
Ltd can be summed up in the words of Mr H. E. 
Lofthouse, ‘a company should be allowed to do 
anything it wants’. Mr J. M. Gluckstein, who also 
gave oral evidence on behalf of the company, recalled 
that when the company took over Hornimans in 
1918, it did so by issuing non-voting shares to the 
Horniman family, in order to avoid giving that 
family too preponderant a voice in Lyons. 

Lord Piercy’s memoranda were very pithy and to 
the point. He was by no means so anxious to widen 
the powers of companies. Lord Piercy had some 
specially hard words for so-called ‘block offers’ by 
unit trusts where the trust was merely inviting money 
with which it proposed to purchase shares. He said 
in many cases there was no block; no specie actually 
acquired and in unit form corresponding to the 
price the investor would pay. Such a form of block 
offer was misleading, in fact hocus-pocus. 

For Guest Keen & Nettlefolds there appeared 
Mr W. A. Nicol, c.a., administrative director, and Mr 
W. W. Fea, B.A., Е.С.А., financial director, together 


with a member of the secretarial staff of the company. 


* H.M.S.O., 4s net. 
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Report of European 
Data Processing Mission 


HE report of the mission comprising twenty- 

five specialists from ten European countries 
which visited the United States under the auspices 
of the European Productivity Agency last spring to 
study integrated data-processing systems and com- 
puter development, was published this week?, 

At a Press conference in London last Monday, 
Mr Brian A Maynard, M.A., F.C.A., A.C.W.A. (of 
Cooper Brothers & Co), president of the mission, 
said the report was intentionally short; it was 
directed primarily to members of management 
and was written in language which they could 
understand. 

While the Americans were, in general, some years 
ahead of Britain in I.D.P. and computer develop- 
ment, they had benefited not only from the advantages 
of Government patronage on a considerable scale 
(there were 350 installations in Federal and State 
Government offices), but also through a greater 
awareness on the part of management in the United 
States of the potentialities and possibilities of com- 
puters. 

Great importance, said Mr Maynard, was attached 
by the Americans to the question of education, and 
every year some thousands of graduates started on 
two-year postgraduate courses in business admini- 
stration, in which computers play a significant part. 
Over a hundred university schools had computers and 
many others had access to nearby installations. 'The 
situation in this respect in Britain was described by 
Mr Maynard as ‘lamentable’. 

Mr John A. Goldsmith, M.A., A.C.A., A.C.W.A. 
(Robson, Morrow & Co), a member of the mission 
and editor of its report, referring to trends in I.D.P. 
equipment in the United States, said that some large 
installations were now тоо times faster than the 
fastest machines available ten years ago. 

We shall refer in greater detail to the report in next 
week's issue. 


New Coins? 


(COD of low value could quite possibly be made 
from plastic materials, states Mr J. H. James, 
Deputy Master and Comptroller of the Royal Mint, 
in his annual report for 1959 to the Treasury, pub- 
lished last Tuesday. 

He contends that the case for plastic coins is a 
serious one and warrants examination. Compared 
with metal coins, they could be developed in a 


. variety of colours varying with the denomination. 


They would also be light to carry, probably durable, 
and cheap to produce. Their lightness, however, 
states Mr James, could be held to conflict with the 
traditional conception of coins, but the practical 
argument for convenience might win in the end. A 
‘more trenchant criticism, good for higher denomina- 


таана Data Processing and Computers, H.M.S.O. 
10s 6d. 


December 3rd, 1960 


tions, would be the relative ease of counterfeiting. 
To meet the views of adherents to traditional coins 
and the advocates of plastic ones, Mr James suggests 
a compromise of paper bank-notes, high denomina- 

“tion coins in silver alloys and low ones in plastics. 
Referring to reactions to his 1958 report, which 
touched upon a number of possible changes in 
coinage, he states that opinion would appear to be in 
favour of some radical changes, such as the reduction 
in the size of pennies and halfpennies. 


Fair Trade 


“НЕ general claim that abolition of resale price 
maintenance (r.p.m.) will benefit consumers by 
reducing the price level and will improve distribu- 
tion by lowering gross margins is just a great 
illusion.’ This is the conclusion reached by Mr Frank 
A. Friday, joint author with Mr P. W. S. Andrews, 
of a pamphlet! seeking to disprove the assertions 
of Professor В. S. Yamey on the same subject in a 
pamphlet reviewed in our issue of February 27th 
last. 

Professor Yamey’s estimate that 25 per cent of 
personal spending in this country is on price- 
maintained goods is contested by Mr Friday who 
estimates it at about one-fifth. He disputes, too, the 
assertion that the existence of r.p.m. means there is 
a lack of competition, since for most products the 
consumers have a wide choice of different makes. 
He is especially critical of the Canadian and American 
data used by Professor Yamey to support his 
arguments for the abolition of r.p.m. These data, 


рат Trade. Resale Price Maintenance Re-examined, by 
P. W. 5. Andrews and Frank A, Friday. Macmillan 
~ & Co Ltd. 65 net. 
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he states, are extremely limited in coverage and show 
only one side of the picture. Mr Friday also quotes 
with good effect adverse comments by leading 
American manufacturers on the effects of retail 
price-cutting on their firms. 

The main point of Mr Andrews’ essay is that in the 
long run the balance of advantage is with the retention 
of r.p.m. because its abolition would result in a 
narrowing of the choice open to the consumer, both 
of goods and services, since retailing would then be 
largely in the hands of large firms. 

It is a pity that the pamphlet is quite so long 
and therefore relatively expensive, for it is a useful 
contribution to this debate. The real point is surely, 
however, that the subject cannot be discussed in 
simple terms of black and white. Both ‘cut-throat’ 
competition and market ‘stability’ have their ad- 
vantages and disadvantages. At least one reviewer 
suspects that manufacturers, like retailers and, of 
course, their labour force, prefer peaceful co- 
existence to the cut and thrust — often mortal – that 
competition can bring. 


Payment for Police 


НЕ Royal Commission on the Police issued 
its recommendations on pay in an interim report 
published last week. In place of the existing basic 
scale of £510 rising to £695 after nine years’ service, 
the Commission recommends a scale of {600 to 
£910. In addition it proposes supplementary increases 


of £30 after seventeen and twenty-two years. 


The Commission considers it necessary to make 
the police service a fully salaried occupation. It there- 
fore recommends an end to overtime payments after 


' transitional periods in certain places. It also calls 


for a review of police pay every three years. 


Cost Accountants’ 
Prizes 


Three prize-winners in 
this year’s examinations of 
The Institute of Cost and 
Works Accountants re- 
recently received their 
awards from Mr Edward 
Emmerson, F.C.A., F.C.W.A., 
Immediate Past President 
of the Institute. They are 
(left to right) Mr R. G. H. 
Nelson, Е.С.А., F.C.W.A., 
who received the Lewton 
Coronation Prize for Man- 
agement Accountancy; 
Mr Peter J. Dickerson, 
B.SC.ECON., the Leverhulme 
Prize for Advanced Cost 
Accountancy, and Mr 
H. H. E. Beck, the Beyer 
Peacock Prize for Manage- 
ment Accountancy. 
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F.B.I. on Growth 

NE of the interesting points which came out of 
the conference held by the Federation of British 
Industries last week-end at Brighton was the promin- 
ence given to the need to speed up economic growth. 
It is this aspect of the conference, too, which published 
reports on the conference in the Press have empha- 
sized. The discussion group led by Sir Hugh Beaver 
challenged the priorities given by Lord Amory 
(recently Chancellor of the Exchequer) in his 
opening speech. Lord Amory put the first priorities 
of economic policy as the balance of payments, stable 

prices and full employment. 
Sir Hugh's group disagreed; they put growth first. 
Although this emphasis on growth was not the key- 


THE 
ACCOUNTANT 


December 3rd, 1960 


note of the conference, the attention which it received 
is significant at the present time. Economic policy 
since the war has achieved a good measure of success 
if compared with the record before the war, but in 
this country, in particular, progress has been unevea 


and the use of both physical and monetary controls” 


has made progress the creature of fits and starts. 
Particularly when compared with other countries of 
Western Europe, the United Kingdom has seemed to 
take two steps forward and then one back. Indus- 
trialists are increasingly in a mood to challenge the 
sacredness of the top priority given to the balance 
of payments. They are increasingly of the view that 
this country can only export successfully if it gets 
its output up and its unit costs down. 





This is My Life... 
by An Industrious Accountant 


CHAPTER 53 


UR new building programme recently involved 

the tearing down of a portion of a wall which 
used to obstruct the view from my big side-window, 
and now I can see right along the busy street outside. 
The outlook is pleasant, and the crowds and the 
traffic provide a contrast to the gloomy old bricks of 
the past. In addition, I can now see our rear door in 
the right-angled wall of the side street. The result 
has been startling. 

Tennyson’s Lady of Shalott spent her time looking 
in her mirror and never saw the real world; I feel 
as if a new world has opened up to my inspection 
when I look out of my window nowadays. It's a real 
sidelight on company activities, seeing all the 
comings and goings that I'd never noticed before. 

There is a barber's shop down the street, on the 
far side, and my accounts staff dash out surreptitiously 
in the early morning for a quick trim. One of the cost 
accountants, in particular, a hefty bachelor with a 
reputation for seeing the dawn in occasionally on his 
late parties, goes there quite often for shave and 
shampoo the morning after. He returns with his 
blond waves perfumed noticeably and his eyes no 
longer glazed. At least its better then telephoning to 
say he's at home with a bad cold. 

Prinny, our personnel director, goes out most 
mornings at half-past ten, and the official story is 
that he meets two other personnel officers for coffee 
and to discuss current events in the trade union 
world. I am reliably informed that his party is usually 
large and mixed, and junior colleagues avoid going 
to his particular haunt lest he think that they are 
spying on him. 

There is a large self-service grocery also within 
view and it is well patronized by our people, parti- 


cularly on Saturday mornings. They come back 
hurriedly, laden with the week-end shopping; those 
who have parked nearby off-load into their cars before 
walking back through the office with assorted 
bundles of our dockets in their hands. They wear the 
stern thoughtful looks of men who have just solved 
the chairman's problems; probably accountancy 
training is good for histrionic displays. 

I take a certain pleasure, in a quiet, malicious way, 
in telephoning our purchases department's chief 
officer and hearing his guileless assistant say he's down 
in general stores checking late deliveries, by which time 
I'm watching him emerging from Ye Olde Musicke 
Shoppe with a parcel obviously containing a new 
long-playing record. But then, musicians have 
historically been blessed with lax morals. 

By contrast, you could set your watch by the 


] 


office manager, that paragon of rectitude. Sharp at  , 


8.58 a.m. and 1.58 p.m. he strides back briskly to 
work, and the juniors lounging against the walls 
fold up their newspapers as he passes and fall in 
behind him. I could scarcely believe my eyes one 
week when he regularly left early at lunch time and 
was away up the steps of our most exclusive and 
expensive hotel. He was very elated in the afternoons; 
my curiosity has been on fire ever since. 

It's a far cry from the strictly supervised staff of 
the Victorian decades, when time-off was unknown 
and noses were kept strictly to the grindstone. Rather 
reminiscent of Samuel Pepys in one of his less 
glorious moments in July 1662: 

"Io my office, where I fell upon boring holes 
for me to see from my closet into the great office, 
without going forth, wherein I please myself much.’ 
Musing on this and watching the passing throng, 

I suddenly noticed that my room was now directly’ 
under the view of the boardroom cloakroom window 
two stories above; the removal of the wall had cleared 
this vista also. How often had my own leisure 
moments been observed critically from a higher level? 
I wonder, should I indent for venetian blinds 
immediately, pleading the sun glare as a reason; or 
would the manoeuvre be too obvious? 


Ls 
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TOLEDO WOODHEAD SPRINGS LIMITED. AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET AS AT 28th AUGUST 1960 


CAPITAL EMPLOYED 


EXPLANATORY NOTES 


1959 


£ 
179,651 
274,737 
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1 Issued Capital of Toledo Woodhead Springs Limited 


|! Reserves 


1959 
£ 


1960 
£ 


ШІ Future Taxation 


35,672 


Ш Future Taxation 


51,380 32,179 


Income tax due on Ist January, 1962 


3,500 


3,500 


Amount set aside for the equalisation of taxation 


EMPLOYMENT OF CAPITAL 


IV Current Assets 


35,679 


== 


54,880 


d 


VI Details of Fixed Assets 


Stocks as valued by the Directors 


Debtors and prepayments, less provisions 


Deposits 


263,874 176,495 
20,514 


Per Schedule C 


Goodwill at cost 


20,514 


‘Cash and bank balances 


284,388 197,009 


V Current Liabilities 


THE 
ACCOUNTANT 


Creditors and accrued charges 


Taxation including income tax due on Ist January, 1961 


Proposed final dividend less income tax 


ADDITIONAL NOTES 


for the purpose of consolidation at the rate of exchange ruling at 


a Theassetsand liabilities of the Canadian Subsidiary have been converted 
28th August, 1960. 


CURRENT ASSETS less CURRENT LIABILITIES 


VI Fixed Assets 


197,002 


490,067 


b Capital commitments in respect of contracts for 


capital expenditure not provided for in the 


accounts are estimated to amount to 


FRANK WOODHEAD 
H. SPITTLEHOUSE 


33,000 36,000 


| 





December 3rd, 1960 


consolidated balance sheet; while 
in the notes opposite, the £284,388 
is shown to consist of £263,874 
for fixed assets ‘Per Schedule C’ 
and £20,514 for ‘Goodwill at cost’ 
Then, turning to Schedule C ме 
find that the £263,874 is made up 
of land, buildings, plant and other 
assets, including patent rights at a > 
written-down value of £1. 
Nor do the advantages of this 
form of presentation seem quite so 
apparent in the profit and loss 
account. One has a tendency to 
‘lose the place’ when looking from 
the account on the left to the ex- 
planatory notes on the right; and 
there is a feeling that perhaps it 
might have been better, after all, 
had the separation not been made 
and the more usual form followed. _ ] 
But readers can see the effect for ` 
themselves in the reprint and form 
their own judgements. 


Depreciation 

One thing that will be noted in the 
explanatory notes is the increased 
charge for depreciation. Mr Wood- 
head, in this connection, refers to 
the revaluation of plant and ma- 
chinery that was made just before 
the beginning of the last financial 
year. The board felt revaluation to 
be advisable as much machinery 
had been bought, manufactured 
and developed during recent years 
‘so that an up-to-date plant record 
with current values and realistic 
rates of depreciation would be an 
advantage’. | 

These fixed assets, Mr Woodhead 
continues, have not been revalued 
in the balance sheet although a 
‘substantial surplus’ in value was 
shown. The surplus, however, does 
not appear to have been revealed to 
shareholders. Mr Woodhead goes 
on to say that it was thought desir- 
able to charge against profits a 
sum being the difference between 
historical depreciation shown by 
book values and the current charge: 
for depreciation as shown by the M 
up-to-date plant records. 

A plant replacement reserve was 
therefore opened to which in this 
first year has been credited £4,500. 

In addition, a further £6,000 has 
‘been placed to that account in 


~ 


‘respect of taxation investmentallow- 
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ance credits which arise from the 
purchase of additional plant during 
the year. This action, says Mr 
Woodhead, is recorded clearly in 
the accounts where the net profit 
of £59,125 is described as being 
‘after transferring {10,500 to plant 
replacement reserve’. 


3,500 
35,000 


51,000 31,500 
32,000 36,000 


54,500 


Accountant Restaurateur 


FIFTY-TWO-WEEK ac- 

counting year has been adopted 
by Mount Charlotte Investments 
Ltd, the parent company of Betta- 
foods (London) Ltd. Readers in the 
City of London will have seen the 
development of the Bettafoods 
restaurant business in the last few 
years but have probably not realized 
that the guiding spirit behind it is 
the chairman, Mr H. Scott Thomp- 
son, F.C.A., who may sometimes be 
seen during lunch-time at one or 
other of the branches seeing how 
things are going — as a good res- 
taurateur should. With the fifty- 
two-week year goes a four-week 
internal accounting system for each 
branch. 

In his recently issued annual 
review, Mr Thompson reminds 
shareholders that in his statement 
last year, he looked forward to a 
doubling of the profits figures in 
the year to come which ended at 
July 2nd, 1960. Actually, the parent 
company profit before tax comes 
out at £57,504 against £26,026, 
and group profit before tax at 
£49,610 against £23,758. He ex- 
plains that, as was the case last 
year, the parent figure is larger 
than that for the group because 
very little tax is payable by the 
subsidiary companies while divi- 
dends receivable from them are 
shown gross in the parent company 
accounts. 

A regular feature of the accounts 
is the group quarterly turnover 
statement from July 1st, 1957, when 
the Bettafoods catering develop- 
ment started. Turnover was then 

nder £20,000 for the quarter. 
IWith the opening of the basement 
branch at London Wall Buildings 
in June 1959, the business really 
got into its stride and turnover at 
the close of this last accounting 
year was over £170,000 in the 
quarter. «- - -- => I 


EXPLANATORY NOTES 
Income tax due on Ist January, 1962 
Amount set aside for the equalisation of taxation 3,500 
ADDITIONAL NOTE 
capital expenditure not provided for in the 
accounts are estimated to amount to 


Shares at cost less provisions 


Companies 
Capital commitments in respect of contracts for 


l Details of Share Capital are given in Schedule A 


И Details of Reserves are given in Schedule B 


НІ Future Taxation 
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Vil Investments in and Loans to Subsidiary 


135,161 


TOLEDO WOODHEAD SPRINGS LIMITED 
BALANCE SHEET AS AT 28th AUGUST 1960 


| 


bsidiary companies 


Cash and bank balances 


CAPITAL EMPLOYED 
EMPLOYMENT OF CAPITAL 


IV Current Assets 
FRANK WOODHEAD 


CURRENT ASSETS less CURRENT LIABILITIES 
H. SPITTLEHOUSE 


VI Fixed Assets 
VII Investments in and Loans to Subsidiary Companies 


Taxation including income tax due on Ist January, 1961 


Debtors and prepayments, fess provisions 
Current accounts subsidiary companies 
Proposed final dividend fess income tax 


Stocks as valued by the Directors 
Deposits 


I Issued Capital 
Current accounts su 
Creditors and accrued charges 


1i Reserves 
il! Future Taxation 


V Current Liabilities 


179,651 
272,894 
35,000 
151,623 
56,561 


t 
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CITY NOTES 


T long last the stock-markets are facing economic 

facts instead of playing with economic fancies. 
“Whe: facts of poor trade figures, static industrial 
output, credit-enforced recession over a growing 
spread of industry, and international currency doubts 
have taken over from the fancies of endless and 
uninterrupted industrial growth and share prices 
discounting prospects far too far ahead. 

A severe shake-out in industrial equity shares 
brought realism to prices for a time, although in 
many cases prices were as quick to recover as they 
were to fall, With regard to the excessively wide price 
fluctuations seen on the London market it may be 
pointed out that the unique jobbing system of the 
London Stock Exchange, recently defended by Lord 
Ritchie on his return from an inspection of the Wall 
Street Exchange, has certainly not played its sup- 
posedly traditional part in keeping markets on an 
-even keel. 

The average jobber on the London market now 
is at so much pains to keep his books even that the 
old aspect of jobbing is in danger of disappearing. 
Modest demand invariably brings comment on the 
shortage of stock in the market. The result is a sharp 
marking up of prices. When selling pressure increases, 
quotations are immediately lowered by shillings at 
a time by jobbers who have little intention of taking 
stock of which they were in such short supply only 
a few days before. 

Under such conditions price movements are 
inevitably wide and, particularly on the down- 
turn, are out of proportion to the amount of selling 
reaching the market. 
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RATES AND PRICES 
Closing prices, Wednesday, November 30th, 1960 
Tax Reserve Certificates: interest rate (26.11.60) 3% 


Bank Rate | 


РА 


Маг. 20, 1958 6% Nov. 20, 1958 4% 

May 22, 1958 54% Jan. 21, 1960 s% 

June 19, 1958 5% June 23, 1960 6% 

Aug. 14, 1958 43% Oct. 27, 1960 5396 

Treasury Bills 

Sept.23 £5 9s 10-25d%  Ос.28 £5 1s 9'524% 

Sept. зо £5 115 3'654%  Nov.4 £4 175 9-794%, 

Oct. 7 £5 115 3°52d% Nov. 11 £4 155 5'464% 

Осе. 14 £5 9s 6:35d% Моу. 18 £4 135 5'934% 

Осе. 21 £5 6s 638d% Nov.25 £4 125 9'254% 

Money Rates 

Day to day 36-48% Bank Bills 

7 days у 48-42% 2 months 48-45% 

Fine Trade Bills 3 months 48-47% 
3 months ` 52-64% 4 months 43-4196 
4 months 541-6196 6 months 413-4196 
6 months 6-64% 

Ы Еогеібп Ехсһапбеѕ 

New York 280-814 Frankfurt I1'711—72] 

Montreal 2744—75 Milan 17451-3 

Amsterdam 10:593-—:6о} Oslo 20'021—031 

Brussels 139'521-i Paris 13776$—77$ 

Copenhagen 19'36-% Zürich 12:10 

Gilt-edged 

Consols 24% 45% Funding 4% 60-90 87} 

Consols 4% 68$ Savings 24% 64-67 822 

War Loan 34% боё Savings 3% 55-65 до 

Conversion 34% 60% Savings 3% 60-70 78b 


Conversion 34% 1969 84% 


Savings 376 65—75 
Exchequer 54% 1966 1004 а 


Treasury 22% 43 


Funding 3% 66-68 82 Treasury 34% 77-80 71 
Funding 3% 59-69 ar ‘Treasury 34% 79-81 72% 
Funding 32% 99-04 65% Victory 4% 93 # 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Specialism in the Profession 


Sir, - In reporting the address of Mr W. Н. Lawson, 
a Past President of the Institute, at the Coventry 
. Branch dinner in your issue of November roth, he 
is quoted as suggesting that specialist firms or 
"specialist departments embracing management ac- 
countancy should use the description ‘Management 
Consultants’ in addition to the description ‘Chartered 
Accountants’. 
Mr Lawson appears to refer to management 
services generally, presumably embracing the full 


range of activities, but his suggestions only seem to , 


concentrate on management accounting. There being 
much more to management than figure work only, it 
may be the description should be of a more specific 
nature, i.e. ‘Management Accounting Consultants’ in 
addition to the description ‘Chartered Accountants’, 
Yours faithfully, 


Kirk Ella, East Yorks, J. RITSON. 


Sig, - In your issue of November 19, you pub- 
lished a report of Mr W. H. Lawson’s speech at 
Coventry, in which he referred to the future of the 
medium-sized firms and the need for specializ- 
ation in such subjects as (in particular) management 
accountancy. 

In supporting these views most whole-heartedly, 
may I add that I do, in particular, agree with Mr 
Lawson’s suggestion that there should be a post- 
qualification degree examination. 

May I suggest that two subjects may well be 

* worthy of equal merit for further study at this post- 
qualification level, namely, management accounting 
itself and business investigation. Whether the use 


— 
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of a further description is justified, however, I 
somewhat doubt, unless firms using such a descrip- 
tion divorce themselves from competition in the 
traditional auditing fields. On the other hand, the 
further examination could incorporate two points 
which I feel certain would reflect further credit 
upon our profession, viz.: 


(a) a fellowship diploma giving the use of appro- 
priate initials to those qualifying by suitable 
standards, and 

(Б) a qualification consisting of a written thesis 
rather than a ‘sat’ examination, so that a body of 
literature can be built up from the work sub- 
mitted. 


I feel sure that the response to (5) would be better 
than to a normal examination, if only in view of the 
limited spare time available from his office environ- 
ment to the average busy practitioner or commercial 
accountant, 

Perhaps other accountants may be interested 
enough to support this suggestion for an indication 
of some specialized study or research within the 
profession. In my view its merits are sufficient to 
commend themselves to the institutes in general 
and our own in particular. 

Yours faithfully, 


London, EC2. R. S. WALDRON, r.c.4. 


SIR, - I read with great interest the report of Mr 
W. H. Lawson's remarks at the recent Coventry 
Branch dinner, which were summarized in your issue 
of November 19th. Mr Lawson deserves our gratitude 
for having the courage to attack the fiction that all 
chartered accountants are qualified to perform all 
the services which may be required of an accountant 
in practice. 

Nevertheless, the implications of this problem are 
wider than might be inferred by Mr Lawson's 
proposal for a post-qualification examination in 
management accounting. Any scheme for post- 
qualification diplomas introduced by the Institute 
should be more broadly based than a simple attempt 
to divide us up into ‘practitioners’ and ‘consultants – 
management’. Moreover, by what right will a manage- 
ment accountant set himself up as a management con- 
sultant? The most he can hope to do is to advise on 
financial and accounting problems of management, 
and it may not help the profession if we arrogate to 
ourselves functions for which we have not been 
trained. 

I should like to express my support for any scheme 
which would introduce a post-qualification diploma 
for those wishing to specialize, but only if it conforms 
to the following specifications: 


(1) One diploma for all, irrespective whether the 
examination taken covers management account- 
ing, taxation, or any other subject considered , 
suitable for study at a high level. 


(2) The diploma to be available only to those who 
have taken a full-time course on the examination . 
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subject, held at a university or college of tech- 
nology possessing a department capable of 
undertaking the necessary teaching. I can only 
speak for the Polytechnic Department of Manage- 
ment Studies, but we should be delighted t 
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introduce post-qualification courses of this , 


description, and relate them to the post-graduate 
training we are now carrying on, part of which 
consists of courses in management accounting 
for qualified accountants. 

(3) It should be made clear from the outset that the 
post-qualification diploma implies no superiority 
on the part of its possessor other than that he 
has chosen one particular field of study for the 
purposes of specialization. 

A careful public relations campaign should accom- 
pany the introduction of the diploma, both in order 
to popularize it and also to emphasize that the general 
practitioner will in no way lose status as a conse- 
quence of not possessing it. Naturally, the fact that 
the examination will be taken at a higher level than 
the same subject in the Institute’s Final examination 
might be assumed by some to imply that those who 
take it successfully are a superior order. We know 
that this will not be the case, and that the general 
practitioner’s broad experience and wide general 
knowledge will always make him the equal, if not 
the superior, of the specialist, in Ais chosen field of 
activity, which is general practice. This must be 
brought home to all if the new diploma is not to 
prove in some ways a disservice to the profession. 


Yours truly, 
KENNETH S. MOST, LL.B., Е.С.А., 


Lecturer in Management Accounting, 
Tue POLYTECHNIC – DEPARTMENT OF 
MANAGEMENT STUDIES. 
London, NWT. 


Sig, - It is refreshing to find that the more en- 
lightened members of the accountancy profession, as 
evidenced by your report on the Coventry Branch 
dinner (November roth issue), are pressing for a two- 
level profession with post-graduate qualifications, as 
is the case with medicine and the law. Opinion in 
this part of the country is that the general practitioner 
knows-it all, but if in doubt he can consult the 
G.P. next door. An opinion which is probably preva- 
lent throughout most of the profession unfortunately. 

The lead for a more enlightened view should, 
however, come from the top; but what do we find? 
The Institute insists that if members are in practice 
as consultants, they must not describe themselves 
as such, but only as chartered accountants. If they 
happen to get on the British Institute of Manage- 
ment Register of Consultants, they may not describe 
themselves as chartered accountants therein. In fact, 
instead of being proud to indicate that members can 
and do specialize in this field, the Institute officially 
behaves as though there was something degrading 
about providing these very necessary services. 

Is this field also to be lost to chartered accountants 
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in the same way as cost accounting has been? Or is 
it possible that this time a minority voice will be 
heard in the wilderness? 
Yours faithfully, 
в JOHN W. MITCHELL, A.C.A. 
Tove, Sussex. 


Practitioners’ Fees 


Sir, – I was interested in the President's remarks at 
the annual dinner of the Manchester Society that 
accountants give insufficient weight to matters other 
than the time element in determining fees. 

Remarks of this sort are all very well so far as they 
go, but they fail to give the lead that many of us in 
the provinces so anxiously await. At the present 
moment I am faced with the problem of arriving at 
suitable fees in the following cases: 

(1) Finding a purchaser and successfully negotiating 
for £95,000 the sale of a company’s assets. Time 
occupied: thirty hours. 

= (2) Preparing a valuation of ordinary shares in the 
sum of £8,000 in a private company. Time 
occupied: two hours. 

(3) Negotiating with the Inland Revenue a payment 
of £14,000 made on retirement to the managing 
director of a company. The payment was allowed 
for Schedule D purposes and treated as capital 
by the recipient. Time occupied: thirty-two hours. 

(4) Negotiating with the Inland Revenue a threatened 
surtax direction whereby a compromise was con- 
cluded on the declaration of additional dividends 
of £8,500. Time occupied: twenty hours. 

These must be routine matters in the average 
practice but I am, nevertheless, at a complete loss 
to determine suitable fees, and I find that the various 
Statements issued recently on this subject are of 
little practical help. Will anyone come out into the 
open and give me what, in his opinion, is a proper 
fee in each case? 

Yours faithfully, 
PERPLEXED. 


The Small Practitioner 


Str, - Whilst not wishing to argue on the basic 
points raised by Mr Collier in his letter published 
in your issue of November 26th, I feel that I must 
protest when a practising accountant gives the 
impression that he is a ‘cut above’ his counterpart 
in industry. 

I do not wish to decry the small practitioner’s 
value to the business community, particularly the 
small business man, but I would point out to Mr 
Collier that there are many accountants in industry 
who regularly settle their company’s tax with the 
Revenue, presumably to the satisfaction of their 
directors. The industrial accountant’s knowledge of 
company taxation is often greater than that of the 
small practitioner. How many small practitioners are 
there who only see a profits tax computation ‘once 
in a blue moon’? 
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Finally, as a chartered accountant in industry, 
would Mr Collier really expect me to send him my 
income tax return and maintenance claim for his 
signature, which would presumably be the case if 
his suggestion (i) ever became a fact? 


Yours faithfully, 


Rochdale. B. A. A. WALKER, a.c.a. 


Bad Manners? 


Sır — I am in complete agreement with ‘Old- 
Fashioned A.C.A.’ in his complaint of bad manners 
by potential employers (November roth issue), and 
feel that it should be axiomatic that all letters are 
answered. 

Some of the worst offenders are advertisers under 
box numbers; there is no reason why they should not 
inform applicants that a position has been filled, 
or that the applicant is unsuitable. The reason for 
using a box should be the desire to remain anony- 
mous, and not to avoid normal obligation of polite- 
ness. 

Yours truly, 

Quarley, Hants. DONALD RICH. 
Sir, — I was very interested in the letter from 'Old- 
fashioned A.C.A. and I would whole-heartedly agree 
that the behaviour he reports is rank bad manners. 
In expecting the courtesy of a reply he is not, in my 
opinion, asking too much. 

I myself have had occasion to apply for positions 
in both industry and the profession, and my experi- 
ence, as far as correspondence is concerned, has 
been similar to his. I have found, however, that the 
profession has displayed the worse manners; long, 
detailed letters, written in confidence to advertisers 
under box numb-rs who wanted managing clerks, 
or even partney "ve in most cases remained un- 
answered. I с aer this is gross discourtesy to a 
fellow membe 

Many of th ;rincipals who behave in this manner 
have probabl never applied for a position in their 
lives, and woefully lack imagination. 

Perhaps some consideration might be given to an 
Institute recommendation on such matters of courtesy 
between members, but in the meantime I suggest 
that all chartered accountants seeking positions 
should henceforth resolutely refuse to answer any 
advertisement under a box number. 


Yours faithfully, 
NOBLESSE OBLIGE. 


War Pensions 


Sir, – In the issue of The Accountant dated November 
12th, a useful summary has been given of the changes 
proposed in National Insurance benefits and contri- 
hutions. 

I would like to point out, however, that in so far 
as war pensions are concerned (embracing payments 
for disablement, to widows and orphans and the 


712 


various supplementary allowances), none of these fall 
within the structure of National Insurance benefits, 
neither are they paid for out of National Insurance 
contributions. 

All pensions and associated payments to war 
pensioners are provided by the Exchequer in accord- 
ance with the Royal Warrants in force. 

As from year to year the Ministry of Pensions 
shows in its annual report that the number of bene- 
ficiaries decreases (many of them pensioners of the 
1914—18 war), it follows that a very large proportion 
of the increases in benefits will be found from the 
‘savings’ made. 

Finally, the enhanced figures for war disability 
pensions falls short of the amount required to restore 
the pre-war value of these. 


Yours faithfully, 


DENNIS I. CADMAN. 
Ilford, Essex. 


Industrial Assurance Report 


Sig, - I was surprised to read in your journal the 
inferences drawn from a perusal of the report of the 
Industrial Assurance Commissioner for the year 1959 
(November 12th issue). 

In dealing with the decline in the number of new 
assurances effected in 1959, had you referred to the 
statistics on page 25 of that report, you would have 
seen that the progress of new assurances effected was 
interrupted in 1958 by an abnormal increase, which 
was due to new legislation of 1958 relating to indus- 
trial assurance of a particular class. You have also 
failed to inform your readers that, despite the fall in 
the number of policies issued, the new sums assured 
continue to show the same upward trend as over the 
Jast ten years. 

The next point you raise is that for each shilling a 
customer hands over to the man who calls, fourpence 
is swallowed up at once. Would you say this compares 
at all unfavourably with the difference between the 
cost of a manufactured article and the ultimate price 
at which it is sold retail? Inasmuch as both collecting 
societies and industrial assurance companies also 
carry on ordinary life business, we appreciate that 
the administration of industrial assurance is more 
expensive. It should not, however, be overlooked 
that in transacting industrial assurance we cater for 
people who budget on a weekly or monthly basis 
and who could not easily maintain their assurances 
if the premiums were only payable at quarterly or 
longer intervals. 

A particularly unfortunate reference is made to the 
average rate of interest earned by the industrial 
assurance funds of collecting societies, which is 4:6 
per cent, but which, for some unknown reason, you 
relate to the 6 per cent available currently on gilt- 
edged investments. It has been overlooked that the 
funds of collecting friendly societies are the aggre- 
gation of investments made over many years. During 
1939 to 1945, at the request of the Government, the 
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bulk of the new investments of societies was made in 
the gilt-edged market when the return was in the 
neighbourhood of 3 per cent, and bearing in mind 
that investments of friendly societies can only be 
in trustee investments or near-trustee investmey 
during the immediate post-war years of the ch 
money era investments had to be made yielding only 
21 per cent. 

It does seem that anyone reading the particular 
paragraph dealing with investments would think that 
had the collecting societies invested in gilt-edged 
securities, they would have had a return of 6 per cent, 
but that for some reason they did not take advantage 
of their opportunities and invested in other securities 
yielding only 4-6 per cent. 

Again, you depreciate the value of collecting 
societies to their membership by saying that a 
member of such a society with a with-profits policy 
must resign himself to a very low return on his 
money. In this connection I would point out that the 
4:6 per cent return is both gross and net, which means J 
that for the largest societies the terms they offer for 
industrial assurance are comparable with those of 
other offices. 

Yours faithfully, 


S. A. MEDCALF, 


: Hon. Secretary, 
THE ASSOCIATION OF COLLECTING 
FRIENDLY SOCIETIES. 
London, WCr. 


‘The Taverners' 


Sir, - May I correct some of the impressions which 
your readers may have gained from the letter in your 
Issue of November 26th. 

‘The Taverners' is one of several groups. that havé 
been formed following different residential courses 
held by the London Students’ Society at Oxford 
and Cambridge. The groups have the active encourage- 
ment of the Committee of the Students’ Society who 
feel that these smaller units are able to organize 
informal social functions which supplement the 
work of the Committee in this field. 

The statement in “The Taverners’’ letter that they 
believe in a students’ society which is ‘forward 
thinking, independent of Institute whims and truly 
representative of the 6,000 or more articled clerks in 
the London area' is quite out of touch with the 
whole conception of the London Students' Society. 
It is not a trade union of articled clerks. It is an 
educational body, sponsored by the Institute and 
paid for by principals. Its objects are " 

‘the advancement of its student members in Фе 

knowledge of the theory and practice of accountancy 

and the provision of opportunities to widen their 
education for the profession." 

Mr Sylvan's suggestion that he is meeting opposi- 
tion in efforts to increase the interest of members in 
the Society is entirely untrue. The Committee of the 
Students’ Society have given "The Taverners’ 
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No words, no specification, 
can capture the real quality 
| of a computer 


A computer is the sum of the thinking, the engineering, the 
experience that go into its making, plus the accumulated skills 
that go into its applications and servicing. 


On all these scores, I-C-T has no equal in Britain. 
I:C-T, with over 50 years’ experience of data pro- 
cessing, has made more than half the computers in 
commercial use here today. ГОСТ in Britain is 
deployed over 23 factories, 31 area offices, 3 research 
establishments, and5educationaland training centres 


| for customers’ staff. World-wide, I-C-T employs 19,000 International Computers 


~people and operates in 51 countries. I-C-T’s service is 


^ at your service from the moment of your first enquiry. and Tabulators Limited 
The computer illustrated is the 1301. It is a product 
‘of I-C-T and G.E.C. and their jointly owned Computer 149 PARK LANE, LONDON W1 
Developments Limited. A comprehensive booklet'on TELEPHONE: HYDE PARK 8060 
the 1301 can be had on request. 
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INTEREST PER ANNUM 


=£6. 2.5% 


where Income Tax is paid at the standard rate 





on 1 year fixed TERM SHARES 


The Westbourne Park Building Society Here is a splendid opportunity of securing 
is prepared to accept sums of £100, and a high rate of interest for a guaranteed 
multiples of £50 up to £2,500, for a fixed term and should particularly appeal to 
term of 1 year, bearing interest at the rate those who wish to be assured of a non- 
of 32% per annum, income tax paid by the fluctuating income. 

Society. Full particulars upon application. 


WESTBOURNE PARK -~ 


BUILDING SOCIETY 
Member of the Building Societies Association 
Head Office: Westbourne Grove, London, W. 2. 


` Local Offices: Southampton, Southend, Worthing, Ashford (Kent), Newbury, 
Newton Abbot. Bournemouth and agencies throughout the country 


Assets £31,000,000 Reserves £2,094,000 











The Mustitute of Mnternal Auditors 


(Incorporated in November 1941 under the laws of the State of New York.) 


Tue INSTITUTE is the outgrowth of the belief on the part of internal auditors that an 
organization was needed to develop the true professional status of internal auditing, and 4 
that a medium should be provided for interchange of ideas and information among those 
engaged in its practice. 


THE INSTITUTE has more than sixty Chapters distributed in four Continents with a total 
membership of over 4,600. 


UNITED KINGDOM CHAPTERS 


Existing Constituted Existing Constituted 
London P E 1948 Birmingham e 1959 
Manchester .. 7: 1958 Yorkshire .. a 1959 
Newcastle upon Tyne 1959 East Midlands 2% 1959 
Glasgow А е 1959 


A successful inaugural meeting was held in Dublin in September and the Irish Chapter is 
now in course of formation. 


CLASSES OF MEMBERSHIP 
(a) Members. — Open to persons who are responsible іп a managerial or supervisory capacity 
for the Internal Auditing activities within their organization. 4 
(b) Associate Members. – Open to practising accountants and others whose work is closely 
related to Internal Auditing. 
(c) Junior Members. ~ Open to persons who perform internal auditing functions but have 
no administrative or supervisory duties i in connection therewith. 


Inquiries should be addressed to the European Regional Director, Mr J. O. DAVIES, 
The Chief Internal Auditor of the National Coal Board, 
Hobart House, Grosvenor. Place, London, SW1. 
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facilities for production and circulation o utes 
and notices amongst the fifty or so student ‘heir 
own register and also for the printing and distribution 
of recruiting propaganda to about 4,000 of the general 
student membership of the Society. 

Whatever Mr Sylvan may say about the aspirations 
of his group, the facts are that he and two other 
members of the group were elected to the Com- 
mittee last April, but they have so far made no 
representations for the ‘agonizing re-appraisal on the 
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part of the Committee’. The Committee are doing 
and have done everything possible to further the 
objects of the Society for the good of all its members 
and they welcome new ideas from all members. 
Yours sincerely, 
R. FISHER, 
Chairman of the Committee, 
Tue CHARTERED ACCOUNTANT STUDENTS’ 
SOCIETY oF LONDON. 
London, EC2. 





Taxation Cases 


Full reports of the cases summarized in this column 
will be published, with Notes on the Judgments, in 
as . the * Annotated Tax Cases'. 


J. P. Harrison (Watford) Ltd v. Griffiths 
In the High Court of Justice (Chancery Division) 
November 2nd, 1960 
(Before Mr Justice DANCKWERTS) 


Income tax — Dividend-stripping — Business of merchant 
Hl] 1953-54.~ Loss to carry forward — Purchase of 
shares in company — Dividend received from subsidiary 
- Repayment of loan — Whether trade of share-dealing 
carried on — Income Tax Act, 1952, Section 341 — 
Finance Act, 1953, Section 15. 

The appellant company carried on business as a 
nerchant till a date in 1953-54, and that business 
hen ceased. In 1952—53, the company incurred а loss 
af £15,585, which was available to be carried forward 
inder Section 341 of the Income Tax Act, 1952. 
Ən October 8th, 1953, an additional object was 
inserted in the company’s object clause, namely, to 
tarry on the business of share-dealing. On December 
(th, 1953, the company bought all the issued shares 
n another company for £16,900, and borrowed 
(15,900 for the purpose. The shares were bought 
o» a blank transfer, which was not registered, and 
10 stamp duty was paid. The subsidiary company 
зай carried on business as a cloth merchant up to 
November 3oth, 1953, when that business ceased, 
ind the subsidiary then had a considerable sum 
wailable for distribution as dividends. On January 
‘6th, 1954, the subsidiary declared a net dividend of 
£15,901 195 3d and this sum was received by the 
ppellant. On the same day, the £15,900, which had 
»en borrowed, was repaid, and the shares in the 
ubsidiary were sold to another company for their 
iominal value. This was the only transaction in 
hares by the subsidiary in 1953-54, but in the 
ollowing year it was admittedly carrying on a trade 
f share-dealing. : : 

The company claimed to be entitled to set the loss 
f £13,585 in 1952-53 against the net dividend of 


£15,901 195 3d it received on January 26th, 1954. 
The Special Commissioners decided that the com- 
pany was not carrying on a trade in 1953-54, and they 
restricted the amount of loss to be carried forward to 
43314. 

Held: the appellant was carrying on a trade in 
1953-54; and that the loss of £13,585 could be 
set against the evidence received in that year. 


Green v. Brace 
In the High Court of Justice (Chancery Division) 
November 11th, 1960 
(Before Mr Justice DANCKWERTS) 


Income tax — "Зале of patent rights — Breach of agree- 
ment — Settlement of action for breach ~ Whether price 
received for patent rights assessable — Income Tax Act, 
1952, Section 318 — Finance Act, 1952, Section 24, 
Schedule 6, paragraph 16. 

The respondent invented a typewriter and sold the 
patent rights to a company for £1,500, of which 
£1,000 was payable, and was paid, on the execution 
of the agreement. The other £500 was payable when 
a satisfactory production prototype of the invention 
had been completed, and provided that the produc- 
tion costs were less than a stated sum. A production 
prototype of the invention was not produced within 
the time stipulated, and the respondent did not 
receive the £500. The other party repudiated the 
agreement in December 1955. An action was begun 
by the respondent for damages for breach of the 
agreement. Ву an order in chambers on May 2oth, 
1957, it was ordered that a sum of £1,500 should be 
transferred to him, and that the patents should be 
assigned to him at his expense. 

The appellant was assessed to income tax for 
1953-54 in respect of one-sixth of the £1,000. It was 
contended by the respondent before the General 
Commissioners that the {1,000 was a part of the 
damages for the breach of the agreement, and was not 
a sum received for the sale of patent rights. 

Held: the action instituted by the appellant was 
for damages on the footing that the agreement was 
valid; and that the £1,000, which had been paid to 
fhe appellant at the beginning of the agreement, 
was paid in consideration of his transferring the 
patent rights in the invention, and was assessable 
accordingly. 
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Electronics 


in the Office 


Cabinet-sized Computer 


HE National-Elliott 803, already established on 

scientific work and industrial process control, has 
now appeared as a general-purpose business computer. 
The computing unit measures 5 ft. 6 in. wide by r ft. 
4 in. deep by 4 ft. 8 in. high; the magnetic file unit, 2 ft. 
3in. wide by 2 ft. deep by 4 ft. 8 in. high. 

Its built-in magnetic core memory has a capacity 
of nearly 50,000 decimal digits and a magnetic main 
data file holding up to one million words of informa- 
Чоп ~ the equivalent of more than 200,000 punched 
cards. Information can be fed into the computer by 
punched tape, punched cards or decimal keyboard. 
The choice of output devices is equally wide. 

Due to its high speed and versatility the system is able 
to serve all departments of the same business. When 
not employed on clerical or administrative work, it 
can be applied to the more complex technical problems 
in such fields as industrial research. and product 
development. It also provides a fast and economical 
means of analysing day-to-day information. Typical 
applications include: 

Cost analysis, including the automatic production 
of ‘variance reports’ where a standard costing and 
budgetary control system is in force. 

Stock control, computing new stock levels, and 
comparing them with predetermined ‘minimum levels’ 
stored in the magnetic file, and automatically printing 
action signals where re-ordering is needed. 

A complete data-processing system can be set up — 
at a cost within the means of firms whose work does 
not justify the large E.D.P. systems. 


New Computer Announced 


HE English Electric Co Ltd are introducing a new 

general-purpose digital computer system — the 
KDFo – which lies broadly within the current trend of 
computer development, but has a number of individual 
features which lend themselves to a wide range of 
operations. Outstanding among these is its high speed 
of operation with a main core store of six microseconds 
cycle time and multiplication in fourteen microseconds 
or less. The computer costs from £125,000 and the 
first production model is scheduled for operation in 
1962. The makers claim that it will be many times 
faster i in operation than any machine now operating 
in the United Kingdom, without a comparable increase 
in cost. 

Another distinctive feature of the computer is its 
instruction code, which follows as closely as possible 
the most natural basic form of specification for data- 
processing procedures. 'T'his has provided a convenient 
and economical machine code resulting in easy pro- 
gramming and allowing efficient translation from new 
or existing problem language or pseudo-code. 

The system is flexible in size of internal store, num- 
ber and variety of peripheral devices, and in having 
several varieties of control units. The main storage, for 
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instance, may be built up by degrees from one unit to 
eight units of 4,096 words each according to increasing 
needs of fast access. 

The KDFg is capable of operating up to four com- 
pletely independent programmes at the same time, witir 
special provisions for co-ordinating their activities and 
avoiding mutual interference. Apart from this time- 
sharing facility any number of peripheral units can 
operate simultaneously subject to a maximum effective 
total transfer rate of 750,000 characters per second. 


Electronic Calculator 


NEW electronic machine known as the BANDA- 

TRONIC, which is part typewriter and part computer, 

has been announced by Block & Anderson Ltd and Pye 

Ltd. Its operation is stated to be so simple that it can be 
used by any typist after only a few hours' training. 

The unique feature of the machine is that it calculates 
in sterling at remarkable speeds for as many as five 
typewriters simultaneously. It also automatically multi- 
plies in sterling, types out the result, rounding off to the 
nearest penny if desired. It calculates discounts, pro- 
duces continuous compound interest calculations, adds 
amounts typed in black, subtracts amounts typed in 
red, stores and automatically types out sub-totals, totals, 
and accumulates a grand total of the day's operations. 

'The BANDA-TRONIC fulfils many normal commercial 
requirements, but the obvious application is on invoice 
work of every type. In addition, it will handle stock- 
brokers' contract notes, wages calculations, costing, esti- 
mating and financial stock control. 


Computer for Scottish Government Department 


HE Rt. Hon. J. S. Maclay, Secretary of State for 

Scotland, recently formally inaugurated an ІСТ 
Type 1202 electronic computer costing £45,000, which 
has been installed at the Edinburgh offices of the Scot- 
tish Department of Agriculture and Fisheries. 

The three main tasks on which the computer will be 
engaged are: the calculation of fat-stock guaranted 
payments; the calculation of cereals deficiency pay- 
ments; and the compilation of agricultural statistics. 

The machine will also be used for preparation of the 
payroll of the Department of Agriculture and those of 
the Home, Health and Education Departments. It will 
also be used for the preparation of senior leaving 
certificates for the Scottish Education Department. 
Officials of the Department of Agriculture anticipate 
an annual saving of some £22,000 a year, and over a 
ten-year period it is expected to save the department 
approximately £250,000. 


Emidec 1100 Brochure 


USEFUL brochure, which describes in detail 

six typical uses of the EMIDEC 1100 all transistor 
data-processing system, has recently been issued by 
E.M.I. Electronics Ltd. . 

'The applications described range from production 
control to hire-purchase accounting, and include 
special chapters on payrolls and current accounting 
for banks. Each section is illustrated by a typical flow 
chart, and a throw-out flap on the back cover facilitates 
instant reference to the number of units of equipment 
required for each application described. 

Copies of the brochure are obtainable from the 
Computer Division, E.M.I. Electronics Ltd, Hayes, 
Middlesex. 
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ТЕТ MONEY FRUCTIFY IN PEOPLE’S POCKETS?’ 


= 


In his first speech іп Liverpool as Chancellor of the 
Exchequer, the Rt. Hon. J. Selwyn Lloyd, c.B.E., 
T.D., Q.C., M.P., told members of the Liverpool Society 
of Chartered Accountants, at their annual dinner at 
The Adelphi Hotel, Liverpool, on November 25th, 
that he had been brought up on the dictum of his 
Merseyside predecessor, William Ewart Gladstone, 
that money should be allowed to fructify in the pockets 
of the people. 

*Compared with Gladstone's day, a great deal more 
money does go into the pockets of the people', he said. 
‘I agree with his doctrine that the more of it we can 
leave there, within the law, the better.' 


> Incidence of Taxation 


Mr Selwyn Lloyd went on to say that it might come 
as a surprise to some people to learn of the extent to 
which we had, in fact, moved in that direction in 
recent years. 

‘Between 1949 and 1959,’ he said, ‘the proportion 
of the national product taken in taxation was reduced 
from a third to just over a quarter. 

*I think it is too much still. (Applause.) I hope very 
much that over a period of years we shall be able to 
maintain the progressive reduction in the proportion 
that the Exchequer takes.’ 

Mr Selwyn Lloyd, who was proposing the principal 


The Chancellor of the Exchequer, the Rt. Hon. J. Selwyn Lloyd, C.B.E., T.D., Q.C., M.P., 

at the Liverpool Society’s dinner (centre), with (left to right): Mr A. S. MacIver, C.B.E., 

M.C., B.A., Secretary of the Institute; Alderman J. L. Hughes, J.P., Lord Mayor of Liver- 

pool; Mr J. M. Harvey, M.B.E., F.c.A., President of the Society; and Mr S. John Pears, 
F.C.A., President of the Institute. 


es 





Chancellor’s Comments at Liverpool Society’s Dinner 


toast of the evening, “The Institute of Chartered 
Accountants in England and Wales’, paid a tribute to 
the accountancy profession when he said: 


‘In my short time as Chancellor, I have been made very 
much aware of the importance of accurate and up-to-date 
knowledge about the economy as a whole. 

‘Four years ago Mr Macmillan, then Chancellor of the 
Exchequer, outlined a considerable programme of improve- 
ments. Most of these have now been made and the improve- 
ments have been made possible to a large extent only 
because of the co-operation of accountants.’ 


In giving two examples of this, Mr Selwyn Lloyd 
said that recently the Board of Trade published for 
the first time some figures of the overseas earnings of 
companies and their subsidiaries. This was an import- 
ant contribution to the closer analysis which the 
Government was trying to make of all the items which 
led up to changes in their overall monetary position. 

‘I imagine most of the work on the detailed ques- 
tionnaires was done by firms’ accountants’, he said. 
‘Much the same, no doubt, is true of the improve- 
ments which now enable us to publish fairly detailed 
figures of the national income every quarter instead of 
only once a year.’ 

In expressing his appreciation of the help which 
accountants in industry and commerce were giving, 
the Chancellor stressed the importance of getting the 
figures in as quickly as possible. 


Economic Affairs 


Commenting on economic 
affairs at home and abroad, 
Mr Selwyn Lloyd said 
that one saw a mixture 
of adverse and favourable 
factors. He continued: 


‘Looking at economic affairs 
at home and abroad, one sees 
of course a mixture of adverse 
and favourable factors. Ex- 
pansion in the United States 
has levelled off, and may not 
recommence until the middle 
of next year. The prices of 
primary products have de- 
clined. There is the serious 
imbalance largely caused by 
the accumulation by the 
Germans of such large re- 
serves. The balance of pay- 
ments is not satisfactory. 
Exports are not high enough 
in relation to imports. At 
home there is still too much 
pressure of demand upon 
available resources, That 
means shortages of labour 
and materials and rising costs 
and prices. A great deal of 
restraint and leadership will 
be required if we are to avoid 
an inflationary spiral again. 
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Government expenditure continues to mount. That is 
because of accepted policies, and it takes time to organize 
restraint and to get economies. The present credit restriction 
measures are sometimes criticized. The alternative is 
massive machinery for Government regulation, licensing, 
rationing. 

‘There are good features. The distribution of industry 
is helping to take jobs to people in areas of relatively high 
unemployment and to use spare capacity. The reserves 
are good. We have much strengthened our position. Within 
the last decade we have increased by £2,000 million net our 
private investment overseas. We have now repaid our debt 
to the International Monetary Fund. We have made our 
contribution to the enlargement of its resources, which in 
turn gives us greater drawing rights. 

‘Investment at home in manufacturing industry is 
expected to be 24. per cent up this year and is forecast to 
rise by a further 20 per cent next year." 

Summing up, Mr Selwyn Lloyd said: 

‘I have no illusion about the difficulties of my task. But 
on balance I remain an optimist. 

*We live in a changing world and we have to avoid the 
postures of obsolete nationalism. We must make it clear 
that in our approach to the 1960s, we are well aware that 
we no longer live in the era of the aspidistra and the 
antimacassar. 

*We have to export to live and economic expansion is 
vital for us; we need all the savings and investment we can 
get. 

*Above all, we have to combine confidence in ourselves 
with realism as to the challenge of the times.’ (Applause.) 


Three Points 


Replying to the toast, the President of the Institute, 
Mr 5. John Pears, Е.С.А., said he wished to draw the 
attention of the Chancellor to three matters. 

In recent months a new Building Society Act had 
been passed which was a great improvement on 
previous legislation, particularly with regard to the 
accounting and auditing provisions which had been 
adopted, which followed to a considerable extent the 
recommendations made by the Institute. The Council 
had recently sent to the Chancellor a memorandum 
suggesting that similar legislation should be introduced 
with regard to Friendly Societies and Industrial and 
Provident Societies and he hoped the Chancellor 
would give this his favourable consideration. 

The second point he wished to make was to draw 
attention to a letter which he had recently sent to the 
Chancellor on behalf of the Council, earnestly re- 
questing him to issue with each Finance Bill an 
explanatory memorandum setting out briefly the 
intention of the various clauses. This would be of 
great assistance to industry and commerce and the 
various professions interested in taxation and would 
save a tremendous amount of unproductive time which 
was at present devoted by accountants, business men 
and lawyers in endeavouring to understand the purport 
of each Finance Bill. 

The third point he wished to put forward, on his 
own behalf, was that, in this country, a great deal of 
expenditure was incurred, quite rightly, on education. 
Many of the most successful young men who had 
received this education, however, were discouraged by 
the level of taxation and when they reached a figure 
which rendered them liable to surtax, a considerable 
number of them emigrated and were lost to industry. 
'This was because taxation in this country at high rates 
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commenced much earlier than elsewhere. He wished, 
therefore, to put in a plea for reconsideration of the 
level of taxation which affected management, parti- 
cularly in the bracket of income between £2,000 and 
£5,000 per annum. ->d 


‘The City of Liverpool’ 


Earlier, Mr J. M. Harvey, M.B.E., F.C.A., President 
of the Liverpool Society, had proposed the toast of 
“Тһе City and Trade of Liverpool’. 

Liverpool was not mentioned in the Domesday Book, 
he said, and it was not until 1207 that the City's 
Charter was granted. Bricks and mortar made the 
actual city but it was the citizens who obviously were 
responsible for its greatness. 


*We must be proud', said Mr Harvey, 'that Mr Selwyn 
Lloyd was born within sight of this city and has spent a 
great deal of his life in and around it. 

*His name must obviously be added to the list of those 
Liverpool people who have made themselves nationally 
and internationally famous.’ (Applause.) d 


Replying to the toast, the Lord Mayor of Liverpool, 
Alderman J. Leslie Hughes, J.P., said that while it was 
true that the name of Liverpool did not appear in the 
Domesday Book, the early history of the city was an 
interesting study which took one back to Saxon times. 


‘We take a great pride’, he said, ‘in the part our city plays 
in the commercial and industrial life of the country as a 
whole. We never lose sight of the advantages the city has 
enjoyed through its association with commercial and 
professional associations. 

‘The Liverpool Society of Chartered Accountants was 
founded as far back as 1870 and is the oldest society of the 
Institute. 

‘Liverpool has led the country by setting a pattern for 
most enterprises. One needs look no further than this 
society because I learn that you were founded some ten 
years before the national body. Ӯ 

‘In the course of my duties, I have been brought into 
contact with many voluntary organizations and I have 
been amazed by the amount of voluntary work undertaken 
by accountants. I can assure you that this is very much 
appreciated.’ 


"The Guests’ 


The final toast — to "The Guests’ – was proposed 
by Mr P. C. Lloyd, F.c.a., Vice-President of the 
Liverpool Society. After extending a warm welcome 
to Mr Selwyn Lloyd, he said, amid laughter: 'It came 
as no surprise to me when you were invited to assume 
your present high office because some years ago I can 
vividly remember how, as a sidesman, you used to 
take the collection in church." 

Mr Lloyd also welcomed the Presidents of the 
district societies of the Institute and the many other 
guests. 

In a brief and humorous reply, Mr G. H. Twyford 
President of the Incorporated Law Society of Liver- 
pool, said that if there was one field in which lawyers 
and accountants united against a common foe, it was 
that of tax avoidance. 


‘The foe is here in the person of the Chancellor. Here we 
have the strange spectacle of the lion feeding with the 
lambs and the strange spectacle of an accountant proposing 
his health and a lawyer thanking him for doing so.’ 
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LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


Students’ Centre 


The students’ centre subcommittee has circulated 
details of the type of premises required to about fifty 
estate agents in the West End. A few places have been 
suggested, but none have so far been considered 
suitable. Other possibilities of developing the centre 
are being explored. 


Court of Common Council of the 
City of London 
Students may not know that they can see the Court 
of Common Council of the City of London (the 
City Corporation) actually in session if they go along to 
Guildhall just after 1 p.m. on Thursday, December 15th 
or January roth, It provides a picturesque as well as an 
interesting example of the conduct of the general meet- 
ing of a public body. The public are admitted freely and 
~there is usually no difficulty in obtaining admission. 


Prize Funds 


Sir Harold Howitt has very kindly presented to the 
Society a further £250 to augment the prize fund in 
his name. The original investment has been sold and 
the proceeds, together with the £250, have been 
invested in a 6 per cent stock. The income from the 
fund is presented to the member of the Society who 
is placed highest in the general financial and com- 
mercial knowledge paper of each Final examination. 


Fun and Games in 1893 
The committee is pleased to announce that Mr Brian 
Manning has presented to the Society a most interesting 
programme of a smoking concert of the Students’ 
Society held in May 1893, which has been framed and 
Ё to be seen in the Library. 


EN 


Students' Diaries 


Over 500 of the London Students’ Diaries for 1961 
have already been sold. They are about 4 ins. by 3 ins.; 
carry the Society's badge and initials on the cover; 
contain a number of pages of Society information; 
street maps on London on a large scale; details of 
theatres and places of interest; and a separate page for 
each week's notes, The cost is 3s 6d or 4s by post, and 
copies may be purchased at the Library. 


Social Activities 


The annual dinner will be held at Grosvenor House, 
Park Lane, on December 12th. The speakers will 
include Lord Evershed, the Master of the Rolls; 
Mr Н. D. P. Lee, M.A., headmaster of Winchester 
College; Mr P. W. Milligan, deputy chairman of 
Lloyd's; Sir Harold Howitt speaking in the place of 
Mr Pears, President of the Institute, who has to be 
abroad at that time; Mr W. E. Parker, President of the 
Students’ Society; and Mr R. E. J. Fisher, Chairman 
of the Society's committee. 

- All tickets have been sold for the Christmas Dance 
at the Royal Festival Hall on December 16th and there 
is a very large waiting list. A number of tickets, 
however, are still available for another of the smaller 
informal dances which will be held at the Coronet 
Club, St John's Wood, on January 13th. A double 
ticket costs 7s 6d excluding refreshments. 

Both the 59 Club and the Taverners held their first 
annual general meetings recently. The Kingsway Club 
held a well-attended and enjoyable dance in the Oak 
Hall of the Institute, and the 'l'averners are arranging 
a Christmas Dance at the Chenil Galleries, Chelsea, on 
December 21st. 


Notes and Notices 


PROFESSIONAL NOTICES 


Messrs Duprey Е. D. CARTWRIGHT & Co, Char- 
tered Accountants, of 3 Queen Square, Brighton, 
announce that MR ALAN C. STYLE, A.C.A., who served 
his articles with the firm, has been admitted to the 
partnership, the title of which remains unchanged. 


Messrs Curtis, JENKINS, CORNWELL & Co, Char- 
tered Accountants, of Bristol, announce that they have 
opened a branch office at Dollar Street House, Ciren- 
cester, under the managership of Mr J. Е. McGill, A.C.A. 


у 


| 4 Messrs FOSTER & STEPHENS, Chartered Accountants, 

mnounce that as from December 6th, 1960, their 
(Adress will be Chamber of Commerce House, 75 
Harborne Road, Edgbaston, Birmingham 15. Теје- 
phone: Edgbaston 4311. 


Messrs McCLELLAND, Moores & Co, Chartered 
Accountants, Glasgow, announce that Mr D. B. 
BELCH, M.A., B.L., C.A., retired from the partnership 
on November 3oth, 1960, to take up the appointment 


of financial director with Messrs J. & J. DENHOLM 
(MANAGEMENT) LTD. 

Messrs MARTIN, FARLOW 8 Co, Chartered Account- 
ants, announce they have removed to 27/28 Finsbury 
Square, London, EC2. Telephone: Monarch 4764. 

Messrs THORNTON & Co, Chartered Accountants, 
of 54 Castle Street, Liverpool, 2, announce that 
Mr Derek STUTTARD, A.C.A., was admitted a partner 
on December rst, 1960. 


Appointments 


Mr В. Н. Dent, F.C.A., a joint managing director of 
the Cape Asbestos Co Ltd, has been appointed a 
director and chairman of Small & Parkes Ltd, a 
subsidiary of the company. 

Mr Gerald C. Gladstone, M.A., F.C.A., secretary of 
fhe Wolverhampton & Dudley Breweries Ltd, has 
been appointed a director of the company. 

Mr J. E. Hooper, F.c.a., secretary of Birfield Ltd, 
has been appointed a director of the company. - -' 
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Mr L. I. Simpson, Е.С.А., and Mr А. Н. Marshall, 
M.A., Е.С.А., have been appointed directors of the 
Kuala Lumpur Rubber Co Ltd. 

Mr E. L. Taylor, F.c.a., has been appointed a 
director of South Wales Transport Co Ltd, and of 
Oxford Motor Services Ltd. 

Mr P. Е. Wheeler, D.F.c., F.c.A., has been appointed 
a director of Raphael T'uck & Sons Ltd. 


Mr Kenneth Winckles, M.B.E., F.C.A., assistant 
managing director of the Rank Organisation Ltd, has 
been appointed a director of A. Kershaw & Sons Ltd, 
a subsidiary of the group. 

Mr Eric H. Stevenson, B.COM.(EDIN.), C.A., A.C.W.A., 
of Edinburgh, has been appointed vice-president of 
the International Junior Chambers of Commerce 
responsible for the European region. 


OBITUARY 


Bertie Lees Read, O.B.E., F.C.A. 


Itis with regret that we have learned of the death at the 
age of fifty-seven of Mr Bertie Lees Read, O.B.E., F.C.A. 
Admitted an Associate of The Institute of Chartered 


Accountants in England and Wales in 1932 and elected. 


to fellowship this year, Mr Read joined Guy's Hospital 
administrative staff as clerk to the governors in 1937. 
He took a prominent part in the rebuilding and 
extension of the hospital and in 1950 was awarded the 
O.B.E. Prior to joining Guy's, Mr Read had worked 
for several years with the United Birmingham Hospitals. 


NATIONAL SAVINGS CERTIFICATES 
Extension of Seventh Issue 


The Treasury has announced that National Savings 
Certificates of the Seventh Issue, which were on sale 
from November 22nd, 1939 to March 31st, 1947, and 
can at present be held until twenty-two years from the 
date of purchase, may be retained for a further period 
of seven years. 

Certificates of this issue, which are worth 27s 6d at 
the end of twenty-two years, will thereafter increase 
in value at the rate of 3d for each completed period 
of three months (1s a year) with an additional bonus 
of 6d at the end of the seventh year. 

No notice need be given by holders of the Seventh 
Issue of Certificates who wish to continue their 
holdings beyond twenty-two years as they will increase 
in value automatically. 


DOUBLE TAXATION: PAKISTAN 


Discussions have been held between the representatives 
of the Central Board of Revenue, Pakistan, and the 
Board of Inland Revenue of the United Kingdom to 
negotiate a new agreement for the avoidance of double 
taxation between the two countries. Agreement was 
reached at the official level, and a draft embodying the 
terms of the new arrangements was initialled on 
Monday. The draft agreement will now be submitted 
to the two Governments for approval. 
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TAX RESERVE CERTIFICATES 


The Treasury has announced that, as from November 
26th until further notice, Tax Reserve Certificates of 
the Eighth Series issued under the terms of the 
prospectus dated January 6th, 1959, will bear interes 
at the rate of 3 per cent per annum. The rate of 
interest on certificates of the Eighth Series sub- 
scribed before November 26th, 1960, will remain 
unchanged. 
IN PARLIAMENT 


Decimal Currency 


Mr pu CANN asked the Chancellor of the Exchequer 
what conclusions he has reached upon the official 
proposal to introduce a decimal currency system. 

Mr Barger: My right hon. and learned friend is 
still studying this question but he has no announce- 
ment to make at present. 

Hansard, Nov. 17th, 1960. Written Answers. Col. 53. 


THE ASSOCIATION OF CERTIFIED 
AND CORPORATE ACCOUNTANTS 


Annual Dinner and Dance 


E 

The President of The Association of Certified and 
Corporate Accountants, Mr J. E. Harris, B.COM., 
F.A.C.C.A., accompanied by his sister, Miss E. Harris, 
presided over a company of nearly 620 members and 
guests at the annual dinner and dance of the Associa- 
tion held at Grosvenor House, Park Lane, London, on 
Monday evening. 

Among those present were the Rt. Hon. the Viscount 
Brentford and Viscountess Brentford; The Rt. Revd. 
and Rt. Hon. Henry Montgomery Campbell, M.c., 
D.D., Lord Bishop of London, and Miss Montgomery 
Campbell; the Rt. Hon. Lord Denning, Lord of 
Appeal in Ordinary, and Lady Denning; Mr Niall 
MacPherson, M.P., Parliamentary Secretary, Board of 
Trade, and Mrs MacPherson; Mr S. John Pears, 
Е.С.А., President, The Institute of Chartered Account- 
ants in England and Wales, and Mrs Pears; and 

Mr G. L. Barker (Vice-President of the Association), i 
Mrs Barker; Professor W. 'T. Baxter (Professor of Account- 
ancy, University of London), and Mrs Baxter; Sir Pridham 
Baulkwill, с.в.в. (The Public Trustee); Mr P. Chapman 
(Assistant Editor, ‘The Accountant’), and Mrs Chapman; 
Mr L. F. Cheyney (Secretary, The Institute of Municipal 
Treasurers and Accountants), and Mrs Cheyney; Mr William 
Clark (Member of Parliament, Nottingham South); Sir 
Cecil Crabbe (Chief Registrar of Friendly Societies), and 
Lady Crabbe; Mr C. G. Garratt-Holden, с.в.Е. T.D. 
(Secretary, The Building Societies Association), and Mrs 
Garratt-Holden; Mr P. F. Hughes (Editor, ‘Taxation’), and 
Mrs Hughes; Mr W. Jackson (Immediate Past President of 
the Association), and Mrs Jackson; Sir Alexander Johnston, 
K.B.E., C.B. (Chairman, Board of Inland Revenue), and 
Lady Johnston; The Lord Latham, K.ST.J., J-P. (Member of 
Council), and Lady Latham; Mr J. C. Latham, D.L. (Director 
of the Association), and Mrs Latham; Mr J. Leckie, c.a. 
(Second Secretary, Board of Trade); Sir Thomas Lund, 
C.B.E. (Secretary, The Law Society), and Lady Lund; 
Mr A. S. Maclver, C.B.E., M.C. (Secretary, The Institute ој 


JOHN FOORD & COMPANY 
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Telephone: Victoria 2002 (3 lines) 
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Chartered Accountants in England and Wales), and Mrs 
Maclver, Mr P. J. Mantle, c.M.c. (Assistant Secretary, 
Board of Trade), and Mrs Mantle; Mr E. H. V. McDougall 
(Secretary, The Institute of Chartered Accountants of 
Scotland), and Mrs McDougall; Mr Alexander McKellar 
(President, The Institute of Chartered Accountants of 
Scotland); Mr А. C. S. Meynell (Member of Council), and 
Mrs Meynell; Mr Е. Cameron Osbourn, M.B.E. (Secretary 
of the Association); Mr J. Е. Phillips, 0.3.2. (Secretary, 
The Chartered Institute of Secretaries); Sir Richard Powell, 
K.B.E., C.B., C.M.G. (Permanent Secretary to the Board of 
Trade); Mr F. W. H. Saunders (Past President, The 
Institute of Cost and Works Accountants) and Mrs Saunders; 
Mr H. A. Smith, c.B.£. (Deputy Chief Inspector of Taxes); 
Mr R. J. W. Stacy, c.5. (Under-Secretary, Board of Trade), 
ind Mrs Stacy; Mr Graham A. Usher, M.B.E., т.р. (Vice- 
President, The Institute of Chartered Accountants of Scot- 
and); Mr Н. T. Veall (Controller of Death Duties), and 
Mrs Veall; Alderman Sir Frederick Wells, Bt.; Mr A. L. A. 
West, о.в.в. (President, The Institute of Municipal Treasurers 
and Accountants), and Mrs West. 


INSTITUTE OF ACTUARIES 
[he possibility of an increase in the ‘negative’ gap 
ietween yields on fixed interest securities and on 
quities was referred to by Mr L. С. Hall, M.A., F.L.A., 
.5.5., at a meeting of the Institute of Actuaries held 
n London last Monday when he opened a discussion 
mn the long-term rate of interest in the light of the 
Radcliffe report. ; А 
He pointed out that the true yield on an equity could 
mly be calculated in retrospect. It was determined 
10t only by the dividends received but also by any 
thange in the capital value of the stock. Quoting 
ome arithmetical examples of the rate of growth 
equired if equities were to yield as much over twenty 
rears as gilt-edged, Mr Hall suggested that, on the 
onger view, market forces might well continue to 
wsh long-term fixed-interest yields higher ~ at any 
‘ate in relation to equity yields, if not absolutely. 
[here was a conflict, Mr Hall declared, between a 
»ossible weakening of demand for long-term bonds 
ind the budgetary and economic need to avoid extrava- 
rantly high long-term interest rates. He suggested 
hat this conflict might be resolved by the continued 
ihortening of the average term of debt, both public 
ind private and, in the private sector, by a trend 
cowards the issue of more equity and less loan capital. 


LOCAL GOVERNMENT FINANCE 
STATISTICS 


The cost of running local authority rate fund services 
n England and Wales, other than trading services, in 
he financial year 1958-59 was £1,540} million — an 
ncrease of £1024 million compared with the previous 
rear. These figures are among details, published 
'ecently!, of the income and expenditure of English and 
Welsh local authorities for the financial year 1958—59, 


‘Local Government Financial Statistics, England and Wales, 
1958-59. H.M.S.O. rs за net. 
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by the Minister of Housing and Local Government. 

Other changes noted in the statistics include an 
increase of £23} million in payments made by council 
tenants and those making use of other rate fund 
services. The income from rates rose by £23? million 
to £554 million. Government grants, apart from capital 
grants, were £421 million higher at £658} million and 
expenditure of the trading services again increased, to 
£2132 million compared with £207} million in 1957—58. 

Capital expenditure, at £4804 million, was lower 
than in the preceding year by nearly £20} million. 
This expenditure includes nearly £51} million for 
advances on mortgage to private individuals for house 
purchase. Debt, after deducting sinking funds and 
sums repayable for nationalized services, amounted at 
the end of the year to over £5,265 million ~ an increase 
in the year of some £330 million. 


CARDIFF AND DISTRICT CHARTERED 
ACCOUNTANTS’ LUNCHEON CLUB 


A luncheon club of the South Wales and Monmouth- 
shire Society of Chartered Accountants has been 
formed to provide an opportunity for members in the 
area to meet at luncheon at regular intervals for the 
purpose of discussing matters of mutual interest. 

The club now has 119 members and over eighty 
attended the very successful inaugural luncheon held 
at The Park Hotel, Cardiff, on November 16th, under 
the chairmanship of Mr Т. W. Pickard, F.c.a., Presi- 
dent of the Society. It is proposed to hold luncheons 
on the second Thursday in each month from October 
to May. 

The officers of the club are: Mr C. R. Daniel, F.c.a. 
(Chairman); Mr Т. Н. Trump, F.c.a. (Hon. Secre- 
tary); and Mr W. J. Fooks, F.c.a., (Hon. Treasurer). 
Applications for membership should be made to the 
Hon. Secretary, at 27 Park Place, Cardiff. 


BEDS, BUCKS AND HERTS BRANCH 


A luncheon meeting of the Beds, Bucks and Herts 
Branch of the London and District Society of Chartered 
Accountants is to be held on December 15th, at The 
Bridge Hotel, Bedford. The guest speaker will be Mr 
A. Fraser, M.A., Barrister-at-law, Solicitor to the Inland 
Revenue, and the guests will include the Mayor of 
Bedford. 

A further branch function will be an evening lecture 
meeting at Luton on January 25th next, when Mr 
B. К. Pollott, M.A., Е.С.А., a partner in the firm of 
Messrs Spicer & Pegler, Chartered Accountants, will 
speak on 'Planning of personal estates to minimize 
estate.duty'. Members may bring as their guests to this 
meeting post-intermediate articled clerks. 

As an experiment, the branch's third one-day 
conference has been moved forward from the autumn 
and will be held on February 22nd, 1961, at Harpenden. 
The theme will be ‘Management accounting’ and one 
of the speakers will be Mr Christopher I. Bostock, 
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М.А., Е.С.А., a partner in the firm of Messrs Annan, 
Impey, Morris & Co, Chartered Accountants. 

Members are reminded of the active local discussion 
groups in Luton and Watford. Members in these areas 
not receiving notices of meetings are asked to contact 
their local secretary: 

Luton: Mr J. A. Mackrael, a.c.a., The Skefko Ball 

Bearing Co Ltd, Leagrave Road, Luton. 

Watford: Mr J. D. Murphy, a.c.a., 11a St Albans 

Road, Watford. 

Members interested in a revival of the Bedford 
Discussion Group, or the formation of further groups, 
are invited to contact the branch secretary, Mr E. J. 
Frary, F.C.A., 26 Victoria Street, Luton. 


: CITY DISCUSSION GROUP 


The next meeting of the City Discussion Group of 
Chartered Accountants will be held on Wednesday, 
December 14th, at The Tiger Tavern, x Tower Hill, 
London, EC3, at 6 for 6.30 p.m. The topic for dis- 
cussion will be “The work of the City Fraud Squad’, 
introduced by an officer of the City Police. 


SW. LONDON DISCUSSION GROUP 


The next meeting of the South West London Char- 
tered Accountants’ Discussion Group will be held at 
The Kingston Hotel, Kingston upon Thames, on 
Monday next at 6.45 p.m., when Mr C. E. Hancock, 
A.C.A., will open the discussion on ‘Some shortcomings 
of the Companies Act, 1948’. 

Membership of the group is open to members of 
the English and Scottish Institutes who reside, 
practise or attend business in the south-west area. 
The secretary of the Group is Mr Е. Jones, F.c.a., 
695 Salisbury House, London Wall, EC2. 


SOUTHEND-ON-SEA GHARTERED 
ACCOUNTANTS' GROUP 


The annual general meeting of the Southend-on- 
Sea Chartered Accountants’ Group was held at The 
West Cliff Hotel, Westcliff-on-Sea, on November 1oth. 
The chairman reported a satisfactory year and the 
present membership was seventy-seven. Satisfactory 
reports were received from the treasurer and the taxa- 
tion and research subcommittee. The following offi- 
cers were elected for the ensuing year: 
Chairman: Mr J. Kennedy Melling, r.c.A. 
Vice-Chairman: Mx A: A. Stewart, A.C.A. 
Secretary: Mr M. A. Wren, A.C.A Messrs Wilkins, 
Hassell & Co, xo Warrior Square, Southend-on-Sea. 
Treasurer: Мт Н. E. Hard, F.c.a. 
Press Officer: Mr Е. W. Matthams, F.c.A. 
Committee: Messrs E. Walley, F.C.4., and E. H. К. 
Martin Е.С,А. 
'The annual dinner of the group has been arranged for 
Wednesday, December 14th, at The Middleton Hotel. 
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THE ACCOUNTANTS' CHRISTIAN 
FELLOWSHIP 


The monthly meeting for Bible reading and prayer 
will be held at 1 p.m. on Monday, next, in the vestry of 
St Mary Woolnoth Church, King William Street, EC3™ 
'The scripture for reading and thought will be John, 
Chapter 17, verses 9 and 10 (Christ's special prayer 
for the Church). 


THE CHARTERED ACCOUNTANT 
STUDENTS' SOCIETY OF LONDON 


Next Week's Meetings 


'The following meetings of the Society will be held 
next week: 

Monday, 7.30 p.m., at Westcliff: Lecture on ‘Professional 
ethics and etiquette, by Mr J. Kennedy Melling, 
Р.С.А., F.T.I.I., F.R.ECON.S., H.M.C.F.A. 

Tuesday: Visit to the Royal Mint (limited number). 

5.30 p.m.: Lecture, film and demonstration of 
punched-card accounting (limited number). 

6 p.m., at the Institute: Debate on the motion “This 
house would like to see the recommendations of the 4 
Wolfenden Report put into practice’. 

Wednesday, 5.30 p.m., at the Institute: Concluding 
lecture and discussion in the mechanized accounting 
course by Mr Dudley W. Hooper, M.A., F.C.A., chief 
organizing accountant, National Coal Board. 

6 p.m., at Chelmsford: Lecture on “The ins and outs 
of friendly societies’, by Mr H. I. Sparks, P.H.C.R., 
secretary, The London United District, Ancient 
Order of Foresters Friendly Society. 

7.15 p.m., at Reading: Lecture on “The careful 
angels (a new audit}, by Mr J. Kennedy Melling, 
Е.С.А., F.T.LI., F.R.ECON.S., H.M.C.F.A. 

Rugby football against the Birmingham Students' 
Society. 

Kingsway Club: Monthly meeting. 

Thursday, 6 p.m. Joint debate: 59 Club and Kingsway 

ub. . 

Badminton о. National Provincial Bank. 
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THE ACCOUNTANT BY AIR 


The advantages of keeping completely up to date are 
obvious. Overseas readers of The Accountant may 
receive their copies of each week’s issue within a few 
days of publication by subscribing for the airmail 
edition printed on special thin paper of high quality. 
The subscription for the airmail edition is £7 15s 
a year (unfortunately misprinted as £6 15s in a previous 
issue), including additional postage, irrespective of the 
country to which copies are sent. 

Overseas readers who are interested in receiving the 
airmail edition, or anyone who may wish to send The 
Accountant to relatives or friends overseas, should 
write to Gee & Co (Publishers) Ltd, 27-28 Basinghall 
Street, London, EC2. 
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Report on a Mission 


HERE are approximately 180 electronic computer installa- 

| tions in Britain; in the U.S.A., twenty times that number. 

The total installations made each year is rising in the 

U.S.A.; in Britain, it is static. It is against a background of facts 

such as these that the report! on a mission to the United States 
by a group of European computer experts should be read. 

The mission, made up of twenty-five participants from ten 
European countries (including four representatives from the 
United Kingdom) under the auspices of the European Product- 
ivity Agency, spent some six weeks in the United States at the 
beginning of last summer, studying the results of ten years’ 
efforts to ‘develop the most streamlined and automatic flow of 
data that is practicable within an organization’. It found some 
evidence that achievements on the other side of the Atlantic are 
ahead of comparable work being done in Europe, some of the 
larger corporations in the United States being in course of 
realizing extensive schemes for integrating their data processing 
with the aid of computers. Flow charts illustrating some of these 
plans are presented as appendices to the report. Nevertheless, the 
mission concluded that ‘the extent to which the possibilities of 
integration have so far been exploited was, on the whole, dis- 
appointing’. It is also true that some individual companies in 
Britain and on the Continent, are not so far behind their counter- 
parts in the U.S.A. in the application of computers to business 
data processing. 

The mission was left in no doubt whatever about the great 
disparity between the quantity of effort which is being expended 
in the United States on the introduction of electronic computers, 
and that of Europe; though the use of computers for operational 
research, production control, sales accounting and even business 
games is not altogether unknown in the Old World. The British and 
other Governments on this side of the Atlantic, too, have installed 
computers for data processing and have plans to increase their use; 
and some academic institutions have either purchased computers 
or had computer facilities made available to them, for teaching as 
well as research. The emphasis is on degree, and as Mr B. A. 
MAYNARD, M.A., F.C.A., F.C.W.A., president of the mission, com- 
mented at a Press conference in London last week: ‘We cannot 
afford to drag our feet while Americans and even some of our 
fellow Europeans draw ahead.' 

The fact that the U.S.A. leads in this field has, of course, been 
known for some time, and apart from a few interesting details 


1 Integrated Data Processing and Computers. O.E.E.C. H.M.S.O. 10s 6d. 
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of specific instances, the report contains little 
that is new. The reasons for this progress, too, 
are familiar: the American Government’s en- 
lightened role in carrying out pioneer work in 
E.D.P.; its substantial effort in assisting the 
development of equipment and procedures; its 
350 business installations which are an obvious 
source of strength to the United States computer 
industry. Then there are the vast sums spent by 
American manufacturers on developing better 
data-processing equipment and systems, which 
have benefited users by reducing the cost of 
undertaking certain applications. University 
schools of business administration, as well as 
scientific and engineering departments, have 
: jumped to the challenge presented by the new 
technology and have trained almost a generation 
of managers familiar with the uses and limita- 
tions of computers. The high salaries paid to 
clerical staffs, coupled with the fact that United 
States computer prices are similar to those pre- 
vailing in Europe, have led to a shorter ‘pay-off’ 
period when calculating the economics of com- 
puter installations. 

Seemingly, we are presented with a vicious 
circle: salaries in the United States are higher 
than European salaries, therefore the incentive for 
management to install computers is greater there 
than here; the installation of computers increases 
productivity, thus enabling even higher salaries 
to be paid, which leads to even more intensive 
efforts to utilize computers. . . . Must Europe, 
and Britain in particular, be resigned to an ever- 
increasing inferiority in this important activity? 

The answer, of course, is that just as the use of 
more horse-power per worker is responsible for 
the greater productivity and earnings of factory 
workers in the U.S.A., so the use of more kilowatts 
per office employee leads to higher clerical earn- 
ings. If Britain wishes to achieve a position of 
equality it is no use waiting for American 
efficiency to fail; it must improve its own. The 
installation of more data-processing equipment 
is a prerequisite for the development of a com- 
puter industry in the United Kingdom, not its 
consequence, and this is a responsibility of 
management, and of management alone. 

In this respect, the contents of the report? 
which describes late twentieth-century tech- 
niques, appears somewhat irrelevant to a country 
which is vainly trying to push its data-processing 
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activities out of the nineteenth century. The fact 
that ‘summaries of payroll information are being 
sent [in the form of magnetic tape] to the Social 
Security Administration for further process- 
ing . . .' is meaningless to an employer whose 
clerks must stick stamps on National Insurance 
cards. Pious hopes for increased Government 
utilization of computers must become ludicrous 
when considered in the light of the outdated 
administrative and accounting procedures of 
national and local government in this country. 
Faster and better information for management is 
likely to be the most important advantage of 
E.D.P., but what significance does this possess for 
managers accustomed to making their decisions 
in the absence of up-to-date quantitative data? 

The hope that academic institutions in Britain. 4 
will recognize their responsibilities for training 
tomorrow's managers in the use of computers, 
and take advantage of the experience already 
gained in the United States, appears Utopian 
when it is realized that not one post-graduate 
university school of business administration 
exists in the United Kingdom, compared with 
over 170 in the U.S.A. Can business leaders be 
expected to install computers in the sixties, 
when they are still, by and large, unaware of the 
potentialities of the punched cards which were 
introduced to them in the twenties? 

Nevertheless something has to be done (07 
redress the balance in this field between the New 
World and the Old. The report is addressed to 
a wide public, and has been kept short in the 
hope that it will be read and will create a greater 
awareness among management of the advantages 
to be gained from an appropriate degree of inte- 
gration whenever data-processing activities are 
being reviewed, especially where the introduc- 
tion of a computer is being considered. It should 
be studied by accountants also, upon whose 
shoulders a major part of the responsibility for 
recommending new methods to management will 
always rest. It is earnestly to be hoped that this 
report will not merely be read by the converted 
but that it will have the effect of stimulating 
wider interest in this subject on the part of those 
who in the past have chosen to neglect it; if this 
is achieved, then an invaluable service will have 
been performed. 


[The Mission's Summary of Conclusions and 
Recommendations is reproduced on other pages.] 
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Revenue Accounts 


N 


HE appropriation accounts of the three 
| great revenue departments for the year 
1959-60 have now been published, to- 
gether with the report of the Comptroller and 
Auditor-General on them.! Following a proposal 
of the Treasury, which was approved by the 
Committee of Public Accounts, Session 1959-60, 
the accounts show a new departure in that 
shillings and pence have been virtually eliminated, 
thus making the figures much easier to follow 
and less bulky. The three departments are the 
Commissioners of Customs and Excise, the 
- Commissioners of Inland Revenue and the Post 
Office. 

Paragraph 20 of the report deals with fraud 
and evasion in relation to Inland Revenue duties. 
The following table shows the broad result of 
investigations completed in the year ended 
March 31st, 1960, and in the five preceding years: 


Year Number Total 
ended of charges Penalties 
March 3158 cases raised included 
£ £ 
1960 13,734 19,642,073 8,491,884. 
1959 10,757 18,013,864 6,792,470 
1958 14,593 21,529,264 9,495,437 
1957 15,51 22,549,246 9,426,295 
1956 16,116 22,661,950 8,490,973 
1955 19,663 20,587,922 8,420,419 


Minor settlements effected by local Inspectors 
relating to interest, allowances, etc., produced 
£735,026 last year, in addition to the £19,642,073. 

The sharp drop in the year to March 1959 can 
be attributed almost entirely to the Revenue’s 
failure to exact penalties from Mr HiNcHY in 
respect of his omission to disclose a small amount 
of interest. Appearing in person in the High 
Court, Мв Hincry defeated the Revenue’s claim, 
and they were little more successful in the Court 
of Appeal. However, they won in the House of 
Lords, although not without attracting a good 
deal of criticism about the harshness of the 
provisions they were enforcing. The uncertainty 
persisted until the early months of the last year, 
during which negotiations for settlement of back 
duty cases were postponed. 

The Hinchy case gave rise to the new penalty 


ІН.М.5.0. 2s 6d net. 


legislation contained in Sections 44-63 of the 
Finance Act, 1960, which greatly extends the 
power to raise out-of-date assessments where there 
has been neglect. It may well be that statistics of 
back duty settlements will show a further decline, 
because it is no longer necessary to collect tax 
in the guise of penalties. Moreover, the penalties 
themselves have been reduced in most cases. 
Figures of losses by the Post Office from theft 
and the like strike a highly topical note. Street 
robberies took only £237 in the whole of the year. 
House-breaking raids on Post Office premises 
took £109,800, but thefts from telephone boxes 
amounted to only £79. Post Offices accepted a 
total of only £56 in counterfeit bank notes, but 
foreign and counterfeit coins produced a loss of 
£2,025. What are described as ‘ordinary counter 
losses’ took £130,729. A ray of sunshine in these 
lugubrious statistics is contained in the re- 
assuring announcement that the net loss by 
exchange on Commonwealth, foreign and Army 
Post Office accounts was only Хт. The Inland 
Revenue paid out a total of £553 in respect of 
stamp duty paid on documents alleged to have 
been subsequently lost in the post, before they 
were executed. One case alone accounted for 
£242. This department also paid out £1,378 in 
interest on overpaid estate duty. The overpayment 
being due to departmental error, it was decided 
to make an ex gratia payment. Of course, when 
the errors go the other way the department does 
not have to rely on the taxpayer’s grace. The 
Inland Revenue still allows some people to get 
away without paying; during the year it ‘remitted’ 
£90,375 on the grounds of poverty and £264,832 
on the grounds of ‘equity’. Insolvent taxpayers got 
away with, £1,426,220, and taxpayers who emi- 
grated or disappeared escaped another £402,520. 
Expenditure by the Customs and Excise depart- 
ment includes £55,347 in respect of rewards, of 
which £46,977 was paid to officers of the depart- 
ment, £1,665 to police or officers of other depart- 
ments and £6,705 to other persons. Seized goods 
eof a duty-exclusive value of £68 ‘were taken into 
use by the Department’. Tobacco and cigarettes 
worth {£5,631 were handed over to Broadmoor, 
other State institutionsand cancer research centres. 
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Hospital Costing Returns 


Costing Returns for the year ended 

March 31st, 1960,! just published, are the 
third of the series based on the new system of 
costing introduced on April rst, 1947. On the 
present occasion, however, they have been 
extended to three volumes: Part 1, containing a 
cost summary (showing the in-patient cost per 
week and, except for hospitals where patients 
remain for long periods, the cost per case) 
together with separate costs for wards and out- 
patient (including casualty) departments; Part 2, 
containing costs for seven lay departments of 
the hospital, e.g. catering, boiler house, laundry; 
and Part 3, costs for four medical departments, 
e.g. diagnostic X-ray, pathological laboratories. 

Part 1 also contains national average costs 
for hospitals which operated the less detailed 
Alternative Costing Scheme, and a summary 
of costs of all hospitals (whether operating 
. the main or alternative scheme) for the three 

years ended March 31st, 1958, 1959 and 1960. 
Otherwise the report relates only to main scheme 
hospitals. 

On average, the cost per patient week increased 
in 1959-60 by rather more than 8 per cent, about 
6 per cent being attributable to increased wage 
rates, the cost of reducing hours for nursing and 
auxiliary workers, price changes and similar fac- 
tors. The cost per case treated to a conclusion, 
on the whole, increased by much less than the 
weekly cost, indicating a more intensive use of 
the beds available. In the teaching hospitals, 
the average cost per patient week rose from 
£34 135 6d in 1958-59 to £36 6s 8d in London, 
and from £29 9s 2d to £30 14s 11d in the pro- 
vinces. Corresponding figures for patients treated 
to a conclusion were £80 17s 1d to £82 13s sd in 
London and £54 5s 8d to £55 12s 1d in the 
provinces. London teaching hospitals, therefore, 
were £5 115 gd higher in cost per patient week 
and £27 1s 4d higher in cost per patient treated 
to a conclusion. In the summary tables containing 
the statistics of the non-teaching hospitals no 
division is made between. London and the pro- 
vinces. Here the national average cost per patient 
week rose from £23 145 5d to [25 12s, and 
that per patient treated to a conclusion from* 


Te National Health Service Hospital 


1 National Health Service: Hospital Costing Returns, 
1959-60, Parts 1, 2 and 3. H.M.S.O. Price each £1s 15 
net. 
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£49 45 4d to £51 15 1d. The average cost of feed- 
ing a person per week in London teaching hos- 
pitals was £2 18s 6d, and in the provinces 
£2 125 5d. In the non-teaching hospitals the cost 
was £2 95 5d. 

One of the main factors which has a sig- 
nificant bearing on in-patient costs is the average 
days' stay per case, which varies considerably 
even in hospitals treating the same type of 
patient. For example, in one region there are 
eleven hospitals dealing with acute cases and the 
number of beds range from 102 to 404. The 
average occupancy in the lowest is 79 per cent 
and in the highest 78 per cent, but the average... 
days' stay is ten in the former and eighteen in 
the latter. Other groups follow much the same 
pattern. | : 

The present returns, with their more detailed 
departmental costs, are a great improvement on 
those hitherto published, and point the way to a 
development of costing which, it may be hoped, 
will eventually relate costs both to adequacy and 
quality of service. This extension is essential in 
hospital operation to a fuller understanding of 
the cost figures and their implications. Unless 
related both to adequacy and quality, there is 
always the danger that a hospital which fails to 
provide various desirable services or provides - 
services of a poor standard may nevertheless 
earn high marks for efficiency and economy 
when its figures are taken at their face value. 
There is also the danger that average costs may 
be accepted and used as standards, and a further 
danger that they will be too lightly dismissed on 
the ground that the circumstances of different 
hospitals necessitate variation in costs. 

Costing is only a means to an end; it is not the 
end itself; and it does not end with the annual 
publication of costing returns. Further, although 
the data now published are historical in that they 
tell of what has been done, it is only by the trends 
indicated by such data and from their study and 
analysis that hospital authorities will be able to ; 
estimate with any degree of intelligence what may 
be expected in the future. Regarded prospectively 
in this way, they will help materially towards the 
solution of the complex problem of financial 
responsibility and control in a service in which 
local spending authorities do not account directly 
to the taxpayer from whom the money is raised 
to pay for the service. 
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Anti-avoidance Measures and the 
Е Finance Act, 1960 


by A. W. NELSON, A.A.C.C.A., A.T.LI. 
A contributor to Simon's Income Tax 


which the present drive against alleged tax 

avoidance began, but it may be that the 
foundations were laid in the Finance Act, 1937, 
where Section 12 made the first attack upon the 
practice of ‘bond-washing’. This section is re- 
produced as Section 203 of the Income Tax 
Act, 1952, and judged against a scale of relative 
complexity it is rudimentary. 


I: is hardly possible to point to a time at 


Early Anti-avoidance Legislation 


Section 12 of the 1937 Act was not, of course, 
the first anti-avoidance legislation to appear in 
the taxing statutes. The Finance Act, 1936, made 
various provisions designed to deal with settle- 
ments on children, a device formerly employed 
widely for the avoidance of surtax. Further 
legislation on settlements appeared in 1938, and 
the settlement anti-avoidance legislation of the 
nineteen-thirties was merely developed from 
similar legislation which commenced in 1922, 
the year in which the Finance Act introduced 
the widely known and relatively simple provi- 

` sions dealing with settlements for a period not 
exceeding six years, whereby the income of such 
settlements is deemed to be income of the 
settlor (Section 20 (1)). 

The same Finance Act, of course, introduced 
in Section 21 the first legislation designed to 
deal with avoidance of surtax by accumulating 
income in company reserves. This legislation is 
itself of no small complexity, but it will be 
agreed that it is not so obscure as to be unusually 
difficult to interpret, nor does it give rise to tax 
computations involving complications above the 
average. ` 

Even this was not the beginning of anti- 
avoidance legislation, of course. The first income 

ex introduced by Pitt suffered from many 
jdefects and was later repealed. Addington intro- 
duced the modern type of income tax in 1803 
when he incorporated the principle of deduction 
at source in order to combat the widespread 
frauds which bedevilled the old tax, and this 
system has remained as the basis of the income 
tax until today. It may be remarked in passing 


that Pitt, then in opposition, fought the new tax 
tooth and claw, so that the credit for our present 
system is not, as is widely supposed, due to him 
but to his great rival, Addington. 

The 1937 Act did not effectively prevent bond- 
washing except in a relatively small field and 
further legislation followed. The Finance Act, 
1959, devoted four sections and a schedule to 
this practice — legislation in far more complex 
terms than the 1937 legislation — and the 1960 
Act contains, in Section 27, provisions intended 
to prevent further variations of the practice. 
Thus twenty-three years after the first bond- 
washing legislation we are still legislating against 
variations of the practice not covered earlier, 
and it is worth remarking that as late as the 
Report Stage of this year's Bill, the Government 
introduced sweeping amendments to clause 26 
(now Section 27) designed to cover further 
activities which continued to escape the net in 
the form in which the clause was originally 
drafted. One may be forgiven for wondering 
whether there are not yet further variations 
which time will bring to light. 

The Finance Act, 1960, also contains the 
latest instalment of legislation designed to counter 
‘dividend-stripping’. The first dividend-stripping 
legislation appeared in Section 4 of the Finance 
(No. 2) Act, 1955, which, together with the 
Third Schedule to that Act, introduced complex 
provisions designed to make this type of opera- 
tion unprofitable. That it failed except in a 
limited field is a matter of history, and the 
Legislature took a second bite at this particular 
cherry in the Finance Act, 1958, in Sections 18 
and 19. It may well seem incredible that the 
intense cerebration which produced this mass 
of complicated, and at times barely intelligible, 
legislation failed again to achieve its object, 
yet this would seem to be the case. The result is 
the much criticized Section 28 of the new Act. 

'The section provides that where, as the result 
of a transaction in securities, a person derives a 


"tax advantage in connection with the sale or 


purchase, and subsequent purchase or sale, of 
the same or other securities, or in connection 
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with the distribution of profits becomes entitled 
to a deduction from profits in respect of a loss, 
the Commissioners of Inland Revenue may make 
a direction nullifying the advantage. A new 
tribunal is set up by the Act to hear appeals, a 
factor which, while perhaps providing some 
additional safeguard for the taxpayer, surely adds 
to the complexity of income tax law. 


Cumbrous Machinery 


Moreover, so ingenious have dividend strippers 
proved in the past, one may perhaps be forgiven 
for suspecting that all the cumbrous machinery 
of this new legislation may ultimately prove 
inadequate. The difficulty of dealing with these 
practices arises from the fact that the taxpayer 
and his advisers have the advantage of an almost 
infinite flexibility of approach in seeking to 
attain their objectives. This flexibility has in the 
past been opposed by statutory barriers which 
have been rigid and clearly defined; thus the 
greater manoeuvrability of the taxpayer has been 
set to avoid these rigid barriers, and has always 
ultimately triumphed. The new legislation gives 
a greater flexibility to the side of the Inland 
Revenue, but of necessity this new flexibility is 
confined to countering certain operations falling 
within the ambit of the section. It may well be 
that the alternative method of dealing with 
avoidance devices by means of Orders in Council 
— a method which hitherto seems not to have 
commended itself to the Government — might 
eventually be shown to have the greater merit; it 
has at least the initial merit of greater simplicity. 

Whatever one's views upon these matters may 
be, however, it is not these controversial measures 
which we, as accountants, must deplore. There 
are other provisions in the Act whose com- 
plexity, and indeed vagueness, are such that they 
evoked critical comment in the course of parlia- 
mentary debate, which, of its kind, must surely 
be unparalleled. 

One example is Section 26 of the Act which 
purports to deal with a tax avoidance device 
whereby à person owning a controlling interest 
in an investment company sells shares therein to 
a dealing company which he also controls, at an 
inflated price. The effect of this is that he is 
enabled to get a considerable tax-free sum from 
the dealing company, a sum which may discount 
future earnings on the shares sold, while the 
dealing company has at least the prospect of a 
future loss which may operate to reduce its tax 
liability. The effect of the section as now drafted 
is to make the taxpayer liable under Case VI of 
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Schedule D in respect of what would otherwise 
have been a capital profit. 


Innocent Transactions = 


An important criticism which can be directed at 
the section is that it catches quite normal and 
legitimate capital profits merely by reason of the 
fact that the buying company is under the same 
control as the selling company, whereas if the 
shares had been sold at exactly the same price 
to a company under independent control no 
assessment would arise at all. For example, it 
catches transactions where the price merely 
reflects a perfectly normal and legitimate rise 
in the market price of the underlying investments 
such that had the same investments been owned 
by the vendor personally and sold by him 
directly to the dealing company, no assessment 


B 


would have arisen. These facts seem to have ~ 


escaped the Legislature, since no mention was 
made of them in the Finance Bill debates. No 
doubt it was necessary to introduce some such 
provision to deal with this aspect of tax avoid- 
ance, but it is not easy to understand why the 
section was not drafted with more care so as to 
exclude entirely quite innocent transactions. 
'This is not the only criticism to which this 
section is open, however. It will be recalled that 
under the provisions of Section 469 of the 
Income Tax Act, 1952, in a case where buyer 
and seller are under the same control, and goods 
are sold at an inflated price, the assessment on 


the buyer may be adjusted to that which would · 


have been obtained had the sale been at arm's 
length at a normal commercial price. Quite 
clearly this section catches a dealing company 
which would also be subject to Section 26 of the 
new Act. There would thus seem to be no reason 
why an assessment should not be made upon a 
taxpayer under Case VI of Schedule D, and at 
the same time part of the price paid to the tax- 
payer by the dealing company be disallowed as 
a deduction in arriving at the assessment to be 
made upon that company. Thus, in theory, it 
may well be possible that in effect two assess- 
ments might arise in respect of the same trans- 
action, and taking into account surtax on the 
seller subject to the Case VI assessment, the 
total of the assessments in terms of tax might 
well exceed the total of the amount of the profits 
assessed under Section 26. Whatever might have 


, been the intentions underlying this legislation 


such a result seems indefensible, yet the possi- 
bility again does not even appear to have occurred 
to Parliament. 
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However surprising the possible results of the 
section in its present form, the draftsmanship 
displayed in the clause originally presented to 

Parliament might be said to have plumbed the 
ultimate depths of ineptitude were it not that 
the Bill contained other strong challengers for 
this doubtful honour. Subsection (2) of the 
original clause provided for an assessment to be 
made based upon the profit which would have 
been made by the investment company upon the 
sale of all its assets as reduced by the amount of 
any consideration paid by the taxpayer for the 
shares sold to the dealing company. It seems 
that the draftsman entirely failed to appreciate 
that having ascertained the amount of the profit, 
it was not then necessary to reduce this by the 
amount of the original consideration; and the 
elementary fact that such a further reduction 

--might reduce the proposed assessment to nil or 
even to a minus quantity seemed to occur to no 
one except the member for Craigton, Glasgow 
(Mr Bruce Millan, c.a.). 

During the course of the debate on the Com- 
mittee Stage, Mr Millan introduced an amend- 
ment which sought to correct the position. He 
explained the point involved in language as lucid 
as any which would be possible in discussion of 
matters such as this, but it must be placed upon 
record that the point was not immediately taken, 
and the Attorney-General, speaking perhaps from 
a brief prepared by the Inland Revenue, sought to 
justify the unjustifiable. Fortunately, Mr Millan 
was not persuaded by the arguments of the 
Attorney-General and pressed his point to a 
successful conclusion. The section as now drafted 
makes it clear that the draftsman intended to 
provide two alternative methods of computing 
the amount of the assessment to be made and 
confused the two. In a Bill of such importance 
it is not easy to excuse such errors as this. 


Chequered Career 


Section 26 is not the only one whose drafting 
left much to be desired. Section 21, formerly 
. clause 19 of the Bill, had an exceedingly chequered 
career in its passage through the Commons. It 
is perhaps significant that whereas the original 
, clause covered two pages of the Bill, the present 
section, as has been noted before in these columns, 
covers almost four and a half pages. The sec- 
tion is designed to check a form of tax avoidance 
in which a company was formed to erect a build- 


ing; the purchaser then bought the shares in the ° 


company instead of the building itself. In this 
way no taxable profit arose upon the sale of the 
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building, and the original owner of the shares 
in the company received a tax-free capital profit 
instead. That this abuse required to be checked 
cannot be denied, nor would it be fair to suggest 
that it would be an easy matter to draft legisla- 
tion which would achieve the desired result in a 
simple fashion, but it is surely not too much to 
expect that the Government’s draftsmen might 
place before Parliament draft provisions which 
in their initial form were reasonably intelligible 
and which achieved the desired object in a 
manner which avoided most of the pitfalls. As 
originally drafted, however, the clause con- 
templated companies with share capitals of only 
one class, it apparently having occurred to no 
one that such a tidy homogeneity of capital 
structure might well not be encountered in 
practice. By the time the Committee Stage was 
reached a little light had apparently dawned and 
a lengthy Government amendment was intro- 
duced to deal with those circumstances where 
shares of different classes were involved. 

This was not the only deficiency exhibited by 
the original draft clause, but at this stage it is 
perhaps a little late to comment in detail upon 
the proceedings in the House, and it will be well 
known that Members of Parliament expressed 
themselves very forcefully upon the methods and 
draftsmanship adopted, but now that the smoke 
of battle has cleared away many will agree that 
this section still leaves much to be desired. 


Complicated Computations 


It seems clear that little thought is given to the 
practical workability of fiscal legislation. How 
often is the question asked: “What will the com- 
putations arising from this be like?’ Certainly in 
connection with Sections 37 and 38, and the 
Fourth Schedule of the 1960 Act – the ‘golden 
handshake’ sections — it is charitable to assume 
that this matter was not considered at all, for so 
complicated may the computations become in 
certain circumstances that one may well feel 
that had the fact been appreciated, responsible 
fiscal administration would have demanded that 
some alternative be found. 

The sections and the schedule deal with pay- 
ments made in consequence of the termination 
of the holding of an office or employment, or 
any change in its functions, and in computing 
the tax payable regard must be had to the 
following factors: 

(i) nature of the payment, ie. whether it was 

made in compensation for loss of office, or 
otherwise; 
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(ii) date of the payment; 


(iii) whether or not it is one of a series of con- 
nected payments; 


(iv) length of time for which the recipient has 
been employed by the payer; 

(v) length of time for which the employment 
might otherwise have continued; 


(vi) whether the service includes foreign service; 
(vii) average earnings of the last three years; 


(viii) amount of any balancing charges or allow- 
ances arising as a result of the termination 
of the employment. 


Under the Fourth Schedule relief is given in 
two ways, namely, by reduction of the amount 
chargeable, and then by relief in respect of the 
tax charged. 

Under the first part of the schedule it is neces- 
sary, in respect of each payment made (not being 
a payment in compensation for loss of office), 
to compute a relief based on the number of years 
served, the average earnings of the last three 
years, and the amount of any lump-sum super- 
annuation benefit receivable. А calculation of 
relief in respect of foreign service (if any) must 
then be made. 

In computing the relief due in respect of tax 
payable, calculations must be made in respect of 
each payment in each of the following circum- 
stances: 


(i) income tax and surtax payable if the whole 
payment after deducting the above reliefs 
were to be assessed in the year of receipt; 


(8) income tax and surtax which would have been 
payable if the payment had not been made 
at all; 


income tax and surtax which would have 
been payable had only a part (designated the 
appropriate proportion) of the payment been 
made, and assuming that no other emolu- 
ments had been received from the office; 


(iii) 


(iv) income tax and surtax which would have been 
payable had neither emoluments nor the com- 
pensation payment been received from the 
office; 


(v) amount of the relief based on the above. 


In addition a final brief calculation deducting 
the relief from the tax otherwise payable must be 
made to ascertain the actual amount of tax due. * 

Thus, in a case involving payments from two 
related employments, no less than eight income 
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tax and surtax computations, together with two 
calculations of relief in respect of the two em- 
ployments, and a final calculation to arrive at 
the amount of the charge – eleven calculations in. 4 
all — may well be necessary. 

No doubt these daunting complexities have 
been introduced from a laudable desire to be 
absolutely fair. At the same time, whether the 
result is fair or not remains debatable, for the 
relief given is based upon arbitrary rules. More- 
over, we may well ask whether justice which is 
intelligible only to the expert, if indeed to him, 
is justice at all; and many may take the view that 
a more rough-and-ready approach, which had at 
least the merit of being easy to understand, 
might have been far better. 


Fiscal Reform 


The Finance Act, 1960 - the hurried progeny of ~ 


expediency on the one hand and inept draftsman- 
ship on the other, tortured in its hours of birth 
by the inexpert midwifery of hastily contrived 
Government amendments — is surely an unlovely 
child. At the same time its unlovely aspect must 
give rise to certain questions. The first such 
question arises from the tortuous anti-avoidance 
provisions which the Act contains. No one likes 
tax avoidance, but if it is true that these man- 
oeuvres have become widespread, would we not 
be well advised to ask ourselves why this should 
be? There is surely one answer which we cannot 
escape, namely, that taxation is too high. So high 


that it is only by the employment of compli- ~ 


cated, and often expensive artifices that those 
fortunate enough to be in the higher income 
brackets are able to retain a reasonable propor- 
tion of any additional money which they may 
earn. There has, as has already been pointed 
out, always been tax avoidance, but only since 
tax rates have reached levels which are in some 
cases almost penal, has it become so widespread 
as it is today. Thus, much of the energy devoted 
to harrying the tax avoider might be better em- 
ployed in seeking means of reducing overall 
taxation. 

Secondly, it may be felt that the hurried 
manner in which this unfortunate piece of legisla- 
tion was concocted underlines the need to deal ~ 
with Budget measures as a separate matter, 
relegating technical changes in fiscal legislation 
to a separate Bill which could be drafted with 
care and debated at leisure. This is no new idea, 
but we may well ask whether the Finance Act, 
1960, does not demonstrate beyond question 
the need for this reform. 
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The Organization of a Practising 
Accountant’s Office - I 


by J. PERFECT, F.C.A. 


INTRODUCTION 


(C preparation of this of the title and the 
preparation of this paper led to the posing of 
two questions: 

(i) What is the purpose of an accountant? 

(ii) What is the purpose of an accountant’s office? 


2. Only after answers to these two questions have 
been settled is it possible to 
formulate plans as to how the 
accountant’s office should be or- 
ganized. Nobody would consider 
` the buildings, or the administra- 
tive and staffing arrangements 
of a steelworks as appropriate for 
the manufacture of spoons and 
forks, or the administration and 
generalarrangementsofadraper’s 
shop to be the most suitable for 
a retail fishmonger. А profes- 
sional accountant's office is no 
exception, and should be organ- 
ized to fulfil the needs of his 
practice. 


3. The basic purpose of an 
accountant is to serve, help, 
| and guide those persons for 
whom he agrees to act, to the 
best of his ability irrespective of 
remuneration or reward so that 
every person consulting him shall 
receive honest advice and coun- 
sel given without bias or preju- 
dice and without concession to 
expediency or weakness, This 
definition applies equally to the large international 
firm and to the accountant in practice on his own. 
In other words, the basic purpose of all firms of 
accountants, be they large or small, is the same. 


4. It is right and proper that work once under- 
taken should be carried out irrespective of remunera- 
tion or reward, Nevertheless it is also right and 
proper to seek a fair reward for the work done. 
Good quality work generally creates an atmosphere 
which enables a commensurate reward to be ob- 
tained. There are of course exceptions to this 
generalization but even in these cases, good quality 
work provides a background which enables the 
accountant to discuss his fee with the client with a. 


The first part of a paper presented at the Summer Course 
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conviction that would not otherwise be possible. 
This not infrequently has its effect on the client. 


5. It follows from the foregoing that the main 
purpose of an accountant’s office is to provide the 
following facilities: 


(а) The administrative arrangements and back- 

ground, using these terms in their widest 

sense, to enable the firm 

to give clients the best 
service it can achieve. 

(b) Arrangements for ensuring 
that a fair reward is ob- 
tained for the work done. 

(c) Arrangements for ensuring 
that the remuneration re- 
ceived is used to the best 
advantage and not frittered 
away in waste. 

Here again, the purpose is the 
same whether the firm is large 
or small. 


6. This sameness of purpose 
of accountants' offices regardless 
of size cannot be too strongly 
stressed. A number of the 
accountants attending this Sum- 
mer Course probably come from 
medium-sized or small firms. It 
therefore seems desirable to 
establish at the outset that the 
principles laid down in this 
paper are as appropriate for such 
firms as they are for a larger 
one, although in the smaller 
firms it will be possible to simplify very extensively 
the mechanics whereby they are operated. It has, 
however, been thought best to illustrate these 
mechanics in some detail and to leave the precise 
amount of simplification which is appropriate for 
smaller firms to the judgement of the individuals 
concerned. 

7. It is perhaps of interest that my firm's experi- 
ence has been that these procedures have worked 
just as well in some smaller associated firms overseas 
as they do in London. We believe that by their 
adoption we have been able to improve the service 
we give to clients. We have no doubt at all that 
through determined adherence to these procedures, 
we have run our practice on less capital and with less 
waste than would otherwise have been the case. 


8. In order to show the methods by which the 
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purposes of the office already referred to may be 
achieved, the paper has been divided into the 
following sections: 


I, Office premises ~ layout and appearance. 
II. Arrangements for ensuring good service to 
clients: ; 
(a) Staff. 
(6) Knowledge and experience. 
III. Administrative arrangements. 
IV. Firm’s accounts. . 
V. Review of firm’s accounts. 
VI. Conclusion. 


I. OFFICE PREMISES 


g. For the purpose of this paper, it is assumed that 
the tenure of the premises is for a reasonably long 
period of years, so that it is worth while to take 
trouble over the layout and general appearance. It 
also seems more sensible to discuss the office on the 
basis that it already exists, rather than to consider 
how a new office in new premises might be designed. 


то. The main aspects of the layout of the office 
which are worthy of attention and overhaul, comprise: 
. (а) Reception facilities. 

(6) General layout. 

(c) Lighting. 

(d) Heating and ventilation. 

(e) Decoration of walls and floor coverings. | 

(f) Furniture. 

(g) Filing equipment. 


Reception Facilities 


11. The accountant goes in and out of his office so 
often that it becomes difficult for him to consider 
objectively the entrance, the waiting-room and the 
way to partners' rooms. Furthermore, the accountant 
himself does not have to go through the processes 
of being received and then ushered into his room. A 
client, on the other hand, visits the accountant's 
office less frequently and the condition of the 
entrance, the waiting-room and the way to partners' 
rooms makes its impact on him, as do the arrange- 
ments for his reception. It therefore seems desirable 
to spend a little time considering this part of the 
office. It is, in effect, the accountant's shop window, 
and, as such, is worth some care. 5 


12. The shape and layout of the entrance hall and 
passage ways to partners’ rooms are probably a 
physical factor determined by the design of the 
building, but even the most awkward and unpre- 
possessing premises can be given a better appearance 
by the adoption of some simple arrangements: 

(a) Cleanliness of walls, ceilings and floors is 

essential. Redecoration should be carried out 
as soon as it is needed, not when the place bas 
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got so dirty that it can be endured. no longer. 

(b) Lighting may have to be artificial, but it can 
be arranged so that there are no dark and 
gloomy corners, particularly if there are steps - 
or stairs to be negotiated on the way to partners’ 
rooms. 

(c) The furniture, such as the reception desk, 
should be of a design appropriate to its function 
and maintained in good repair. 

(4) The waiting-room should be adequately fur- 
nished for the purpose and not made a reposi- 
tory for unwanted junk. 

(e) Above all, the entrance hall must not be a 
whited sepulchre. There can be few of us 
who have not paid visits to offices where there 
has been a clean entrance hall surrounded by 
opaque glass partitions. In one partition there 
has been a hatch with a sign ‘Inquiries, please 
ring’. When the hatch has been opened it has 


on occasions disclosed a vista of chaos; battered - 


desks and chairs, soot-covered walls, and books 
and papers in a state of disorder. On other 
occasions the vista has been one of complete 
orderliness. There can be no doubt as to which 
vista makes the better impression on the-client. 


13. The next aspect of this impact on the visiting 
client is the actual method of his reception. Here the 
important thing is that there should be somebody 


- ready to receive. There are few things more exasper- 


ating than to arrive at an office at the duly appointed 
time, to find either nobody at the reception desk, 
and no apparent means of attracting attention, or 
else to ring the bell at the hatch with no results, 
Even in a small office this is unnecessary and can be - 


avoided without any additional expense. All that is ^ 


needed is to establish a routine whereby a particular 
member of the indoor staff is made responsible for 
reception with a nominated alternative, whose duty 
is to take over when the official receptionist is out 
for lunch, or engaged on other matters. 


14. The other method of access to an office avail- 
able to the client is the telephone. It is important 
that incoming calls are dealt with courteously and 
efficiently. This is only a matter of laying down a 
routine to be observed, and where the employment 
of a whole-time switchboard operator is not justified, 
nominating members of the indoor staff to handle 
the switchboard. 


General Layout 


15. Plans for the layout of the office will of course ;+ 


be influenced to a large extent by the placing of 
windows, main walls and pillars and the general 
shape of the building. Even so, careful planning and 
rearrangement of the more movable types of partition 
ewill generally be found to improve the working 
conditions for the staff and to make better use of 
the floor space available. The suggestions contained 
in this section are put forward as what might be 
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achieved in the full realization that physical condi- 
tions may not make them practicable in all circum- 
stances. 


16. It is desirable for partners' rooms to be located 
reasonably near each other for two reasons: 


(i) It stimulates partners to go and discuss points 
with each other as and when they arise. In 
theory, the distances in accountants' offices 
are not ordinarily so great that they should 
hinder this; in practice, they do. One does not 
hesitate to ask a partner to step across the 
corridor to discuss some draft accounts and 
the relevant files of papers. One does hesitate 
to ask him to come up three flights of stairs 
or to carry all the papers down to him. 


(ii) It is generally possible to keep the area of the 
office around the partners’ rooms quieter, if 
they are all together, than is the case if they are 
scattered all over the premises. 

17. Partners’ rooms need not be large; medium 
to small-sized rooms are normally adequate. It is, 
however, desirable to have at least one larger room 
where a meeting can take place in comfort. If the 
frequency of such meetings does not justify the room 
being kept solely for this purpose, it is probably best 
to let it be used by a junior rather than a senior 
partner. The junior partner can be moved out at 
short notice if it is desired to hold a meeting, whereas 
a senior partner is unlikely to accede to such an 
arrangement. 


18. The accommodation requirements of the senior 
staff can be summed up in a very few words, ‘small 
rooms with peace and quiet’. The roar of traffic in 
the street is not an advantage, but after a very short 
time is not a worry. What is wholly unendurable is 
sharing a room with several others, all of whom 
have loud voices and distinct diction. Throughout 
the day one or other will be telephoning, dictating, 
or going through work with junior staff. It is inevit- 
able that from time to time the listener’s attention 
wanders from his own work to that of his colleague. 
As a result the quality and the volume of the work of 
all the occupants of the room suffers. Every eftort 
should therefore be made to produce accommodation 
for senior staff which gives them peace and quiet. 


19. The junior staff generally spend the greater 
part of their time working in clients’ offices, and in 
the accountant’s office one or more common rooms 
will normally be adequate for their needs. 


20. Articled clerks should also be provided with 
„а room in which they can, when not engaged on 
clients’ work, study, read copies of reports made by 
the firm, and other matters of interest to them. 


21. Specialist departments, such as registration, 
and dispatch of outgoing mail, will require special 
layouts. It would be tedious in a paper of this nature " 
to attempt to describe these arrangements in detail. 
In general, the area allocated to these departments 
should be sufficient to allow an orderly layout so 
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that the work flows through these departments in a 
logical order with no bottlenecks. Noisy machinery 
should, so far as possible, be segregated in machine 
rooms. 


22. Secretaries’ and typists’ accommodation will 
depend to a very great extent on what is practicable 
in each particular building. Whenever possible a 
partner’s secretary should work in an adjacent room. 
Stenographers working for several senior members 
of the staff should be housed reasonably near the 
staff for whom they work. Statement typists whose 
work is of a copying nature are best housed in larger 
groups where the flow and co-ordination of work 
can be organized more readily than if they are 
scattered in small groups throughout the office. 


23. Internal staff who maintain the firm’s own 
records, such as accounts, time ledgers, salary and 
staff records, require small rooms for each individual 
senior member of the staff. This is necessary owing 
to the confidential nature of their work. The junior 
staff engaged on time records and such-like are best 
housed in larger rooms adjacent to those of the 
seniors who are in charge of their department. 


Lighting 


24. Daylight is preferable to any form of artificial 
light. When any planning of the office layout is being 
carried out an endeavour should be made to ensure 
that the maximum amount of window space is 
allocated to accommodation for the staff who work 
there all day. In addition to making the best use 
of natural lighting, proper attention should be given 
to artificial lighting, as unnecessary fatigue and 
loss of output can be caused by inadequate light – 
or glare caused by unsuitable lighting arrangements. 


Heating and Ventilation 


25. There should be adequate but not excessive 
heating and a good circulation of clean fresh air 
without draught if the best work is to be obtained 
from the staff occupying each room. Trite though this 
statement may seem, it is worth examining the state 
of affairs particularly in the larger rooms where 
several members of the staff are accommodated. It 
may be found that the staff sitting nearest the heating 
arrangements have to be scorched if those working 
further away are to be reasonably warm. Similarly, 
it may be found that an adequate circulation of fresh 
air can only be achieved by creating a violent down 
draught of cold air on the staff sitting near the 
windows. It is impracticable to generalize on the 
cure for these evils but the installation of additional 
heating facilities so that they may all be of an equable 
temperature, and of extractor fans for ventilation, 
will in most cases bring about the desired results. 


Decoration of Walls - Floor Coverings 


26. The finish on internal walls and the colours 
used to a large extent depends on the materials of 
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which they are constructed, such as plaster, wood, 
metal or glass, and on individual taste. Cheerful 
attractive colours cost no more than dull depressing 
shades, and good quality paint which can be washed 
down is in the long run more economical than 
cheaper material such as distemper. The floor 
coverings will also depend to some extent on the 
materials of which the floors themselves are con- 
structed. 


27. The important thing is that walls, ceilings 
and floors should not only be clean, but should look 
clean. To this end there should be a programme of 
redecoration and repairs so that over a cycle of 
years the whole premises are kept up to the mark. 
The. walls should be kept free not only of pin-up 
girls and calendars, but also of dreary pictures of 
staff functions and dead partners which are much 
better kept in an album. 


Furniture 


28. In most accountants’ offices it will be found 
that there is a hotch-potch of furniture, some suit- 
able and some unsuitable for the purposes to which 
it is put. In addition, in older offices, there will 
generally be found to be an accumulation of unused 
or broken-down furniture that only occupies useful 
space and which ought to be cleared out. 


29. It is not suggested that there should be an 
immediate clean sweep of all unsuitable furniture; 
it is suggested that a standard range of furniture 
should be decided upon so that all additions or 
replacements are made from the selected range. The 
advantages of standardizing the furniture are: 


` (a) The furniture is suitable for the use to which 
it is put. | 


(b) The appearance of the office is improved. 


(c) The flexibility of the layout is increased as 
furniture can be regrouped without eppearing 
incongruous. | | 

(4) Repair and maintenance work is simplified. 

30. When the standard range of furniture is being 

established it will be found that it does not need to 
be very extensive. The needs of each individual are 
extremely simple: 


(a) A table of a size suitable for using files and 
working papers, 


(b) Chairs. 


(c) A cupboard to house, out of the dust, the Com- 
panies Act, Institute Recommendations and 
other works of reference. 


(d) A tray in which papers on which the account- 
ant js currently working can be placed over- 
night and put in the cupboard, thereby leaving 
a clean table. 

(e) A wastepaper basket. 


31. The table should at most have two drawers, 
one for a towel, soap and such-like personal posses- 
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sions, and the other for clean stationery. The 
advantage of this arrangement is that if the rule 
that tables must be cleared each night is strictly 
enforced, staff will be compelled to return all files . 
to the filing cabinets and papers and files will not 
be mislaid through being allowed to accumulate 
in drawers, 


Filing Equipment 

32. The most suitable form of filing equipment 
will depend on the office layout. If a central filing 
department is maintained metal equipment is un- 
doubtedly the most satisfactory, but if files are 
housed in individual rooms, it may well be that 
wooden shelves and doors can be built into a recess 
in the wall to give better use of the space than could 
be achieved with metal cabinets. Whatever system is 
adopted, it is essential that it should be organized 
so that when a file is wanted, it can be found quickly 
and be clean and fit to handle. 


33. There should be a plan for the systematic 
transfer of older files and papers to a store and a 
time-table for the destruction of old records. By 
this means. the filing space in the office is kept free 
for papers currently in use and old papers can be 
housed in premises for which the rent is lower than 
that for normal office accommodation. It is import- 
ant, however, that papers transferred to stores are 
kept in an orderly way so that they may readily be 
found. If it is considered too expensive to provide 
shelves or filing cabinets they should at least be 
wrapped up in parcels clearly labelled as to contents 
and date for destruction. 


General 


34. It may seem that some of the foregoing points 
are not individually of great moment. In total, how- 
ever, they combine to make the difference between 
a comfortable office in which it is possible to work 
with pleasure and efficiency, and an office with 
physical obstacles that hinder to a greater or lesser 
extent the production of good quality work. 


35. The reputation and future of an accountant’s 
practice is very dependent on the quality of the work 
of its staff. The provision of good office accommoda- 
tion is therefore not providing unnecessary luxury 
for the staff, it is plain common sense. 


П. ARRANGEMENTS FOR ENSURING 
GOOD SERVICE TO CLIENTS | ; 


36. The technicalities of the services to be rendered 
to clients do not come within the scope of this paper. 
The procedures to be adopted for example when 
carrying out an observation of physical stocktaking 


* are outside its purview but the provision of staff at 


the right time to do the work and ensuring that they 
are technically equipped to do it, does come within 
this paper's scope. 
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37. The factors which most influence the services 
provided for clients are: 


(a) Staff. 


W& (b) Knowledge and experience. 


i 


Staff 


38. A well-balanced competent staff does not just 
happen, it has to be planned and continually reviewed 
and overhauled. A staff balanced in both quality 
and number is, however, one of the keys to success. 
It is therefore essential to lay down procedure to 
ensure that so far as possible such a staff exists. 
The main objects to be achieved are: 


(a) To provide staff so that clients get the service 
they require promptly and when they require 
it. If a client quite reasonably wants to send 
out his accounts to the shareholders on a 
certain date, the audit must be finished in 
time to enable this to be done. If a client wants 
special work undertaken or a report prepared 
for inclusion in a prospectus, it is not reason- 
able to expect him to wait a month or two 
because the accountant's staff is engaged on 
other work. 


(b) To ensure that there is not too large a staff 
with the result that for periods of the year 
some members of it have no work to do. 


39. À further difficulty to be overcome is that 
there are two main types of assignment, audit and 
taxation work which are in general permanent 
annual events, and investigations, prospectus reports 
and similar work which happens once only and in 
most cases with little or no warning. Furthermore 
this second class of work normally can be handled 
only by the more experienced members of the staff. 


40. It is tempting to think that the central prepara- 
tion of a large chart, showing for the ensuing year 
the dates on which the audits and other annual work 
is going to be done and the members of the staff 
engaged thereon, would at least solve the planning 
problems for that type of work. In practice it does 
not. It will be found that many clients will not 
adhere to their time-tables. This alone can throw 
any central planning into confusion. The siphoning 
off of staff for investigations or special work which 
cannot be foreseen, also disrupts central planning. 


41. It will normally be found more satisfactory to 
allocate audit and other permanent work to a number 
of manager groups, except in the case of the smallest 
firms, although a staff of say ten or twelve can prob- 
ably be divided into two serviceable groups. These 
groups require some overall co-ordination. In a large 
firm the work of overall co-ordination will justify the 
employment of a staff manager under the supervision 


of one of the partners, or a committee of partners. , 


In smaller firms where the whole-time employment 
of a staff manager may not be justified, arrangements 
should be made for the work to be done by one of 
the senior members of the staff and a partner, or by 
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a partner alone depending on the circumstances of 
the individual firm. 


MANAGER GROUPS 


42. The composition of each manager group should 
be considered individually. The varying character 
of each audit, together with the differences in ability 
and experience of each manager, make it undesirable 
to attempt to standardize the size and exact pattern 
of each group. 

43. In the smaller firm it would in many cases be 
satisfactory to arrange for say two or three managers 
with the rest of the staff allocated to them to suit the 
work in each group. Firms with a larger staff should 
plan to have a basic pattern of key men in each 
group on the following lines: 

(а) Manager. | 

(5) Second in command. 

(c) Bright young qualified accountant. 

(d) Senior. 

(e) Articled clerk. 


(f) Junior. 

(g) Comptometer operator. 
The numbers in each grade will depend on the work 
allocated to the group and the experience of the 
manager. An experienced manager might well have 
two seconds-in-command and supervise two sub- 
groups whilst a less experienced manager would not. 


44. The purpose of this basic pattern is: 


(а) To provide the continuity of staff on audits 
that is helpful both to the clients and to the 
accountant, 

(5) To give elasticity in the control of the group's 
work, thus enabling men to be taken off for 
special work. 


(c) To ensure that juniors are trained so that there 
is a younger generation being brought along 
capable of filling the vacancies caused by 
normal wastage. 


45. The bright young qualified accountant's job 
is to devil for the manager and second-in-command 
and have everything and anything that crops up 
thrown at him. He should be bursting with ambition 
and the sort of man whose future could be anything 
ranging from senior partner of the firm to complete 
mediocrity outside the firm if his early signs of 
ability do not develop satisfactorily. 


46. À man in this category must obviously be 
watched closely and promoted as fast as he is fit to 
take extra responsibility. Alternatively, he should be 
weeded out as soon as it becomes clear that the sort 
of future he wants for himself is unlikely to be 
available to him in the firm. This may appear harsh, 
but it is not. The fact that a man does not fit a 
particular firm or job, does not mean that he will 


‘not be a success somewhere else. The sooner ‘the 


somewhere else’ is found, the better it is for the 
young man. . 


134 
47. The articled clerk is there for training, the 


nature of which will depend on how far he has 
advanced in his articles, 


48. Seniors are one of the mainstays of an account- 
ant's office, and although listed after the bright young 
accountant, should not be overlooked as a source of 
future managers or partners. They are frequently 
men who are not anxious to have the excitement 
and anxiety of extreme responsibility or who for one 
reason or another develop more slowly than some 
of their more flamboyant colleagues. 


49. Juniors require no comment, except that they 
also should be closely watched and weeded out if 
necessary. 


50. There may not be enough work in a group to 
justify the allocation of a comptometer operator to 
it for the whole of the year. There is, however, some 
comptometer work on almost every audit and with 
planning and sharing between groups, a lot more 
use of comptometers can be made than is apparent 
at first sight. 


ADVANTAGES OF MANAGER GROUPS 
OVER CENTRAL PLANNING 


51. The advantages of the manager groups system 
over central planning are: 


(a) The manager knows the affairs of the clients 
in his group far better than any central planner 
can hope to do. He is therefore in a better 
position to ensure that the best service is given 
to the clients and the best work is obtained 
from the staff at his disposal. 


(b) The manager, through being in close touch 
with the work, can see more readily the effect 
of changes in a client's time-table on the avail- 
ability of staff for other work for which he is 
responsible. Having a close knowledge of the 
work and the capabilities of his staff, he is in 
the best position to decide what steps are 
needed to deal with the ‘situation when a 
change in time-table occurs. 


(c) The manager who has a group of staff under 
his control is in a better position to ensure that 
there is reasonable continuity on each audit 
from year to year. It may well be desirable for 
staff to be changed round from time to time 
but this should be gradual and not a clean 
sweep. There can be few accountants who 
have not had clients say to them, “We like your 
chaps but we wish you would send some of 
them a second time; year after year we waste 
hours and hours explaining how our system 
works’, It is not only the client who wastes 
hours and hours in such circumstances. 


(d) When it becomes necessary, as it inevitably 
will to take the manager or some of the staff 
off to do special work a well-organized group is 
in a better position to carry on than a more 
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amorphous group put together by a central 
planner. 


(e) A manager who has a reasonably permanent 
group of men working for him will, togethe 
with his senior staff, take trouble to train and 
bring on junior staff. It is in their own interest 
to do so; but it is not common sense to suppose 
that they will take the same trouble over a 
junior who on the completion of a particular 
audit may never work for them again. 


"There is of course the risk that a manager may find 
that a man is useful and hold him back, or have a 
plain dislike for a man with the result that he does 
not get the best work out of him. These risks can 
be overcome if the partners take steps to know 
about their staff on the lines indicated later in this 
paper. 

52. All the foregoing matters directly affect the 
quality of the service given to the client and for this 


reason alone are worthy of attention. They also have ~~ 


a considerable bearing on the efficient use of the 
manpower on the staff. Under these arrangements, 
the managers are made responsible for indenting 
for the staff they need and for seeing that it is gain- 
fully employed. As it is the managers who have to 
arrange with clients the dates on which the work is 
to be done, it is reasonable that this responsibility 
should be given to them. 


STAFF ADMINISTRATION 


53. The main functions of the central staff admini- 
stration are: 


(a) To ensure that the right number of the various 
grades of staff are maintained to man the 
manager groups. 

(6) To allocate new permanent work to the 
manager groups when it comes in, so that each 
group, so far as possible, has an even flow of 
work throughout the year. 


(c) To co-ordinate the shortages of staff that may 
arise at a peak period in one group with the 
surplus in another. 

(d) 'To find out which groups can spare, with the 
minimum disturbance, staff for special work 
as and when it arises. 

54. In addition the central administration is 
obviously the appropriate place for keeping staff 
records, assembling periodic reports on staff for 
salary reviews and other internal administrative par- 
ticulars. These are dealt with later, at present we are 
only dealing with work for clients and the staff to ; 
do it. These procedures apply primarily to the audit 
staff. For specialist departments, such as taxation, 
and secretarial and registration, they require some 
modification in detail though not in principle. 


BUDGETS 


55. In order to ensure that the right numbers in 
the various grades of staff are available, the staff 
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manager must be given budgets of requirements by 
the individual managers. It will be found that regard- 
less of whether the work has hitherto been allocated 
-in manager groups or otherwise, there is a manager 
or some senior member of the staff in charge of each 
job. The first step is to get these men to prepare 
budgets of the time spent on each audit. 

56. The actual method of building up a budget 
for an audit will to some extent be infiuenced by the 
circumstances of each audit, It is not therefore desir- 
able to attempt to lay down too rigid a pattern. 

57. In offices where a system of budgeting is 
already in operation it is comparatively simple to 
revise the budget each year taking into account 
known changes in the company's activities together 
with improvements or weaknesses that have de- 
veloped in the system of internal control. 

58. Even where there has not been a good system 
of budgeting it is not unduly difficult to install one. 
In most accountants’ offices the majority of audits 
are not new. There are, therefore, files and pro- 
grammes of work containing a good deal of informa- 
tion about how the time was spent. This will generally 
provide enough information to enable a budget for 
the coming year to be prepared. A convenient way 
of comparing the budget with actual performance 
is to enter the budgeted time for each audit operation 
in the relevant section of the audit programme and 
to have the time actually spent on the work also 
entered during the course of the audit. This in turn 
provides the information on which the ensuing 
years’ budgets can be based. 

59. A caution must, however, be stressed either 
by inserting a general paragraph in all audit pro- 
grammes or by whatever means the individual firm 
considers appropriate, that the staff must understand 
that the budgeted time for a particular piece of work 
is not the maximum that may be spent. It is only an 
indication of the time likely to be required in normal 
circumstances. If the work reveals irregularities or 
other unsatisfactory features it must be continued 
until these aspects of it are satisfactorily resolved. 
The job must not be made to fit the time. 

бо. The adoption of the foregoing procedures 
will enable managers to prepare sound budgets for 
each audit and to compare actual time spent with 
that planned. The budget information can also be 
readily summarized for submission to the staff 
manager. 

61. The budgets should be discussed with and 
approved by the partner in charge of each audit 
before they are finally determined. The purpose of 
phis is: 

(a) To enable a review to be made so that if too 
much or too little time seems to be spent on a 
particular aspect of the audit, the position can 
be rectified. 

(b) To examine the phasing of the work. The work 
on an audit can be divided into three cate- 
gories: 
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(i) Work which must be done at the year-end 
during the final audit. 

(ii) Work which can be done а few months 
before the date of the balance sheet. Whilst 
work in progress is normally best dealt 
with as at the date of the balance sheet, 
stocks of raw materials, debtors and 
creditors can frequently be reviewed at a 
date one to three months earlier. 


(Ш) Work which can be done at any time 
throughout the year. 


PHASING or Work 


62. It is of considerable importance to the client 
that this phasing should be properly carried out. It 
enables the burden of being subjected to audit to be 
spread over periods of the year when it is least dis- 
rupting to the ordinary work of the accounts depart- 
ment and away from the peak rush after the year-end. 
It also enables the audit to be completed at an 
earlier date after the year-end than would otherwise 
be the case. 

63. Good phasing of the audit also improves the 
quality of the work of the company and the auditors. 
À review of stocks of raw materials made three 
months before the end of the financial year can be 
more carefully made and slow-moving and obsolete 
stocks can be more thoroughly overhauled than is 
possible in the hurly-burly of the year-end rush. 


64. Phasing of the work on the lines indicated is 
of enormous assistance to the manager in balancing 
the work in his group so as to spread it evenly over 
the year, and in dealing with the changes in clients’ 
time-tables already referred to. It is also of assistance 
to the staff manager when it comes to matching up 
shortages of staff in one group with a surplus in 
another. With reasonable give and take, it is generally 
possible to rearrange the plans for work in category 
(iii) of paragraph 61 -~ that is work which can be 
done at any time, so that these shortages and sur- 
pluses can be offset. 


ESTABLISHMENTS 

65. It is necessary for the managers to submit to 
the staff manager budgets of their requirements of 
staff for the ensuing twelve months, although it is 
realized that the estimates for the later part of the 
period may well require revision. 

66. 'These estimates should be reviewed by the 
managers and brought up to date every quarter as a 
matter of routine. If any exceptional change in 
plans occurs the estimates should of course be 
amended immediately. 

67. The next step the staff manager must take 
after he has received the managers’ budgets is to 
*review the managers' requirements of each grade of 
staff and compare it with the staff allocated to his 
group. 

68. When the staff manager has completed his 
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review of the manager group budgets, he will have 
an up-to-date establishment of the staff required. 
Individual groups will show surpluses and deficits 
in various grades of staff. The deficits should be 
filled as far as possible by transfers from other 
groups and promotion, but when that has been 
done, there may still be gaps to be filled and these 
must be filled by recruitment. 


69. When all these adjustments have been com- 
pleted and the necessary recruits have been taken, 
on, there should be a well-balanced staff capable of 
giving good service on audits and other annual work, 
and steps will have been taken to ensure that idle 
time and waste have been reduced to a minimum. 


PLANNING STAFF FOR SPECIAL WORK 


7o. Unfortunately the arrangements described 
above do not deal with the other type of work, 
namely, the special work that occurs once only. 
Furthermore the greater the efficiency shown in 
balancing up the work so that everybody has a full 
year's work ahead, the less margin there is of un- 
occupied time available for this class of work. 
Nevertheless, it is vital that the firm should be in 
a position to carry out this class of work when called 
upon by clients to do so. This is especially so at the 
present time when a company may suddenly find 
itself the target in a battle of rival take-over bids. 
Alternatively the client may wish the affairs of 
another company reviewed and reported upon so 
that it may make an offer for that company's shares. 
In many cases the directors of such a company, 
whilst able to run it with great efficiency, have no 
experience of this type of transaction and little idea 
of how to marshal the facts about their company's 
affairs or the questions they should ask about the 
company they wish to acquire. In these circum- 
stances they frequently turn to the accountant for 
assistance. 


71. Almost invariably these assignments call for 
immediate action. The client normally wants to see 
the partner concerned there and then. If summaries 
of past profits, estimates of future profits and state- 
ments of assets and liabilities have to be prepared, 
a start must be made at once, not in a week or two's 
time. 'The accountant who cannot fulfil these require- 
ments cannot consider himself organized to give a 
full and proper service to his clients. 


72. 'The only things each of these assignments has 
in common from the staff manager's point of view is 
that in the opinion of the partner dealing with it, it 
is a top priority in the office, it is likely to be compli- 
cated, and only the highest quality staff is suitable 
to undertake it. 


73. It is against this background that the plans 
for providing staff have to be made. е 


74. In the medium-sized and larger firms, ехрегі- 
ence may show that one way or another, there is 
generally enough of this class of work going on to 
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keep a certain number of the staff occupied more or 
less continuously throughout the year. Managers 
engaged in this type of work do not need as complex 

a group of staff as is appropriate for an audit group, — 
but it is desirable that they should have some par- 
ticularly capable staff allocated to them. If a manager 
engaged on a large investigation is assisted by some 
men who have worked with him before whose cap- 
abilities he knows he can more safely use further 
staff who may not be well known to him. 

75. A further advantage of allocating especially 
capable staff to this type of work for a period is that 
it is an invaluable training, and a means of widening 
а man's experience. It also affords an opportunity of 
assessing the suitability of a particular man for this 
type of work. A man who is a first-class audit manager 
and able to organize a large group of audits efficiently, 
may be, but is not of necessity a good investigator, 
whilst a good investigator may or may not have all 
the attributes of a good audit manager. " 

76. The uneven flow of special work makes it 
impracticable to have all this work carried out by 
specialist staff. Many investigations will have to be 
carried out by members of groups which are primarily 
engaged on audits. It is therefore desirable to 
arrange for as many men as possible to be used as 
assistants on investigations, so that those with a 
flair for this type of work may be discovered. This will 
enable the staff manager to note the men in each audit 
group who are, in their various grades and capacities, 
suitable for investigations and other special work. 

77. There will be certain periods in the year when 
a group is so fully occupied completing a particular 
audit or several audits that it is not possible to take 
anybody away for special work. There will, however, 
be other periods of the year, particularly if the phasing 
of the audit work already referred to has been 
properly carried out, when the manager and some of 
his staff could be made available. There are two ways 
of making good the dislocation of the group's audit 
work made by transfers of staff to special work: 

(i) To provide extra staff later to catch up, but this 

is not wholly satisfactory, or 

(ii) To take a calculated risk and leave managers 

with a flair for investigation and other types of 
special work with a certain amount of slack 
time so that at certain periods of the year they 
can be spared for this work. This is unscientific 
and untidy but is probably the best way of 
ensuring that the right sort of staff can normally 
be made available at short notice for special , 
work. 

78. At the same time, a watch should be kept so 
that as soon as experience shows it to be prudent, 
additional managers are transferred whole time to 
special work. In this way, the amount of slack time 
that has to be left in the audit groups can be kept 
within bounds. ' 

79. In any case, it is prudent to have а surplus of 
staff over theoretical requirements to provide a 
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margin to cover extra work and the normal wastage 
of staff. | 


_TWO-PARTNER PRINCIPLE 


8o. It is also important to organize the partners 
to ensure that clients get service and time is not 
wasted. All audits, and other work of a recurring 
nature should be allocated to individual partners, 
whose job it is to know the clients and their business. 


81. In addition, each of these jobs should have a 
second partner allocated to it. The duty of these 
second partners is to have met the clients and to 
know enough about their affairs to be able to deal 
with the work with reasonable familiarity if the first 
partner is out of town, abroad, on holiday or ill. Ifa 
client wants something done quickly and finds that 
the first partner is away it is of considerable assistance 
to talk to somebody else whom he knows and who 
knows something about his affairs, 


82. It is also of considerable assistance to the 


THE 
ACCOUNTANT 


737 


accountant’s own staff to know that if partner A. is 
away, it is partner B.'s job to deal with the particular 
matter and that partner B. knows this too. Partner B. 
through knowing something about the client’s affairs 
is generally able to do the work more expeditiously 
than if he knows nothing about the client. The 
manager is saved the time-wasting experience of 
searching for a partner who will admit he has the 
time to spare to do the work. 

83. There should, therefore, be a list of all audits 
and other recurring work showing: 

(а) Name of client. 

(5) Partner in charge. 

(c) Second partner. 

(4) Manager. 
Copies of this list should be circulated to all partners, 
managers, and indoor staff, such as the receptionist 
and the telephone operator. 


(To be continued.) 





Weekly Notes 


Accountants on the Air 


OW to convey, in fifteen minutes, an impression 

in breadth of a chartered accountant's duties 

and obligations - that was the task attempted and 
meritoriously accomplished by Mr Henry Benson, 
C.B.E., Е.С.А., and Mr T. A. Hamilton Baynes, M.A., 
F.C.A., representing the Council of The Institute of 
Chartered Accountants in England and Wales, in a 
B.B.C. Home Service broadcast last Sunday evening. 
The programme took the form of a ‘conversation 
piece’ with Mr Dudley Perkins, of the B.B.C. and a 
solicitor by training, and was arranged as a riposte to 
the regrettable ‘Professional Portrait’ broadcast in 
the Home Service on Sunday, October 3oth, which 
must have had, as we said in a leading article in our 
issue of November 5th, ‘the effect of denigrating the 
profession in the mind of the general listening public.’ 
The tone and tempo of the ‘talk were admirably 
judged and, because accountancy is essentially a 
sedate occupation, the contributors wisely made no 
attempt to dramatize the accountant’s activities. 
Instead, they referred methodically but without 
didacticism to the essential facts which the layman 
should know — what an accountant does and how to 
become one, the purpose of an audit, the other 
services ~ among them financial planning and тапаре- 
ment accounting — which the practising member can 
offer to his clients, the delicate difference between 
tax avoidance and tax evasion, the opportunities in 
industry and commerce for the qualified accountant, 
the size of the profession and the rewards it has to 
offer. All these and other matters were dealt with 


and, perhaps most important of all, the speakers 
contrived throughout the discussion, tactfully and 
without over-emphasis, to make clear the ethical 
considerations which elevate business conduct from 
the personal to the professional plane. 

‘Look here, upon this picture, and on this’, said 
Hamlet. The intelligent listener who heard both 
broadcasts must have had no difficulty in deciding 
which was the authentic portrait and which the 
counterfeit. 


Share Transfer Reform 


'WO points highlighted by the share boom which 

followed the General Election of 1959 were that, 
although the Stock Exchange could cope with a big 
increase:in the number of deals, the machinery for 
transferring ownership of securities was not similarly 
geared. Little time, fortunately, was lost in seeking 
cures for the weaknesses in the present transfer 
system, which, all too clearly, is bogged down in 
far too much paper-work. By November of that year, 
a committee, with Lord Ritchie of Dundee, Chair- 
man of the Stock Exchange, as chairman, and repre- 
sentatives of the Issuing Houses Association, Bank of 
England, Committee of London Clearing Bankers, 
Chartered Institute of Secretaries, and the Accepting 
Houses Committee, was set up to explore means of 
simplification. 

In a report! published yesterday (Friday), this 
committee put forward two new methods which, it 
claims, would have the basic advantages of reducing 
paper-work and saving time. The first, transfer by 

e endorsement and delivery, provides that a seller 
would simply sign his name on the back of the share 


1 Report of the Committee on Transfer of Securities, obtain- 
able from the Secretary of the Stock Exchange, London. 
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certificate and hand it to his broker right away or as 
soon as possible after making the sale. The selling 
broker would then pass it on to the buying broker 


against payment, or if there was more than one 


buyer, complete special notices and have them certified 
by the Stock Exchange which would then forward 
the certificate to the company. 

The second system, transfer by stock transfer form, 
provides that whatever the number of buyers, a seller 
would sign only one document (a ‘parent’ transfer); 
witnessing would be abolished and the selling broker 
would get the signature as soon as possible before 
settlement date. If there was more than one buyer, 
the broker would set out details on'an ‘offspring’ 
transfer. The buyer of fully-paid shares would not 
have to sign any transfer. His broker would, however, 
have to complete the transfer form sent to him by 
the selling broker. It is claimed that this method 
would save brokers several consequential operations 
and reduce the present delays by about one-half. 
On the other hand, while examination would be 
easier, a marrying process of documents would be 
unlikely to save labour for companies; possibly the 
reverse. 


The Company Law Committee 


INUTES of the oral evidence taken by the 
Company Law Committee on the third day of 
the hearings (October 7th) were published on Tues- 
day by the Stationery Office (4s net). In the morning, 
Professor W. 'T. Baxter and Mr H. C. Edey gave 
evidence which was mainly concerned with the 
accounts provisions. In the afternoon they were 
succeeded by Messrs O. B. Miller and S. A. 
Weatherfield, о.в.в., the chairman and a director 
of John Lewis Partnership Ltd. The last witness 
was Professor B. Tew, who had submitted written 
evidence jointly with Dr R. F. Henderson, both 
these gentlemen being economists. 
Four memoranda submitted by the witnesses are 
reproduced as appendices to the minutes. 


Sensible Proposal about Non-voting 
Shares 


'HE Institute of Directors has put to the Com- 

mittee on Company Law four recommendations 
on the controversial topic of non-voting equity shares, 
as follows: 

(1) they should not be prohibited; 

(2) they should have an official designation which 
in itself clearly indicates in general terms the 
voting limitations; 

(3) their holders should be entitled to notice of 
meetings and to attend and speak; 

(4) it should be made clear that they constitute a 


separate class of shares, and that they confer 


voting rights at a class meeting. 
This is a moderate approach which would do much 
to remove the objections to non-voting shares. Calling 
them by such euphemisms as ‘A shares’ is quite 
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indefensible. Moreover, as they carry an interest in 
the equity they should confer rights on their holders 
to know as much about what is going on as any other 
shareholder. On the other hand, compulsory en-.., 
franchisement of existing non-voting shares would 
give rise to a host of complications, and possibly even 
Injustice, 


Advice for House Owners 


'HE Income Tax Payers’ Society has published a 

booklet for its members entitled How to get tax 
relief for house repairs. Written by P. J. Naish, the 
booklet sets out in simple language the procedure 
for launching a maintenance relief claim and the 
kind of relief one can hope to obtain. It seems to be 
addressed to the owner-occupier rather than to the 
owner of a number of properties, who in most cases 
would be well advised to obtain professional assistance 
on this always somewhat tricky subject. There does 
seem to be a widespread lack of appreciation on the — 
part of the small house-owner of the fact that he can 
reduce the Schedule A burden; a burden which may 
well increase when the long-delayed revaluation is 
begun. If more and more people insist on claiming 
maintenance relief, it could well be that the Govern- 
ment would abandon tax on beneficial occupation. 


Higher Tax Allowances in Jersey 


TE abolition of entertainments tax, duty on a 
wide range of agricultural materials, the raising 
of the personal allowance for a married man from 
£60 to £400 and the increase of child allowance by 
£30 to £150 were included in recommendations put 
before the States of Jersey by the island's finance „ 
committee last week. Although income tax is to ^ 
remain at 45 in the £, the new family allowances will 
mean that those with one child will need an income 
of £734 a year before tax liability arises and in the 
case of three children, £1,134. The president of the 
finance committee described these changes in his 
report as ‘a removal of one of the few remaining 
financial disincentives to wedlock’. 


A Novel Idea of Justice 


НЕ Federation of British Industries has issued a 

statement about the new Rating and Valuation 
Bill reviewed in a leading article in our issue of 
November 26th. The statement complains that if 
relief to householders in the first five years ‘is justifi- 
able it is equally so for industrial firms’. The state- . 
ment does not mention the fact that industrial firms 
can deduct the full cost of rates in arriving at their 
taxable profits, so that about half of the burden is 
transferred back to the general body of taxpayers. 
This boon is not available to householders. The 
complaint is also put forward without prejudice to 
the Federation’s argument that 50 per cent relief 
from rating, hitherto enjoyed by industrial firms, but 
not by householders, ought to be continued. 
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Lesson for Bureaucrats 
В ANCRUM EVANS, F.c.a., went to London 
County Hall on June 27th and asked an official 


— there, Mr Wilfred George Wilson, to let him see 


т 


minutes of proceedings concerning an application for 
planning permission made by Mr Evans relating to 
a house in Eccleston Square, SW. Mr Wilson told 
him that these were minutes of the Town Planning 
Committee, which were not open to inspection 
without special permission; if Mr Evans stated his 
reasons, permission might be granted. Mr Evans 
referred the matter to the Director of Public Prosecu- 
tions who refused to act. He then himself prosecuted 
Mr Wilson on the ground that the refusal to permit 
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inspection was contrary to Section 173 (7) of the 
Local Government Act, 1939. Acting in person, Mr 
Evans secured the conviction of Mr Wilson, who 
was fined 5s with eight guineas costs. The magistrate 
held (according to The Times, December 2nd) that 
where functions are delegated to a committee, the 
minutes of the committee in relation to the delegated 
functions were the minutes of the Council, and so 
open to inspection. 

A representative of the L.C.C. asked for time to 
pay, and said the L.C.C. would ask for a stated case. 
One wonders why councillors who are so anxious 
to get one’s vote are so reluctant to let one know 
what goes on when they have got it. 





This is My Life... 


by An Industrious Accountant 
CHAPTER 54 


RECENTLY had a most interesting session with 

our cost accountant, a pale, intense young man 
who is a certified accountant and wants to achieve 
another qualification. He’s a very promising official 
and I really like his eager approach to his work. He 
had a prospectus from our local school of commerce 
and another from a well-known correspondence 
college; and we compared the relative merits of 
doing part-time a B.Com. degree course, or studying 
for the Cost and Works or the Chartered Secretaries 
~all in relation to his future career. 

When he had gone, I looked again at the corres- 
pondence booklet with a weirdly nostalgic feeling. 
How well I remembered poring over an earlier 
edition of the self-same booklet in years long past 
gone, and how it inspired all we articled clerks 
to mighty feats of learning. 

The old phrases were so memorable. There was 
the question again: ‘What does the future hold for 
the unqualified man? and the gloomy answer. I 
could clearly recall the picture of the rows of shabby 
clerks, some bald or white-haired, perched on high 
stools before high sloping desks, with the stacks of 
heavy ledgers. There were the glowing exhortations 
again and the inspiring autobiographies — ‘I rose from 
clerk to managing director in five years! You can do 


. it also!’ That booklet was a masterpiece of high- 


powered salesmanship. We used to know it like our 
bibles. In between our tasks we came back to it as 
we planned our own futures; between the away-jobs 
round the country; between slipping out for cups of 
coffee on Saturday mornings; between the games of* 
poker in the slack season, and the lectures, and filling 
in the audit programmes, and the grinds in actuarial 
science. I used to study in the train coming into town, 


and even yet the Law of Diminishing Returns, and 
Ex turpi causa non oritur actio, seem to ring with an 
undertone of turning wheels. 

'There were photographs also of the tutors who 
were to coach us, some of them remembered names. 
But how changed they are... plumper... greyer... 
older . . . like the students of my own generation when 
I meet them nowadays. 

Almost my earliest recollection of my old office, 
just after I entered articles, is the cluster of nervous 
colleagues awaiting their examination results one 
gloomy evening. They seemed, in retrospect, so adult, 
mature, husky; not like the dewy-eyed young inno- 
cents that audit our books today. 

'here was Arthur, so deliberate and careful, now 
senior partner in one of our biggest firms. And Bill, 


who was frankly bone-lazy under his careless grin 


and did his Final four times; now managing director 
of his family business. And Charles with the untidy 
hair and the sarcastic tongue that always mocked 
authority; he was shabby and bitter when I saw him 
last. Then Dermot, with his gaiety and charm, who 
died in the R.A.F. And Eddie, who somehow seemed 
to drift away and was last heard of in far-away India. 
There never was such brilliant talk (or was there?) 
as we had in the big articled clerks’ room above the 
busy city street. 

Others I remember too. Fatherly old Scotty, who 


-took me out on my first job; and Thomas with the 


martial stride who had stormed tbe heights at 
Gallipoli; and that little fussy fellow with the pince- 
nez . . . what was his name? The three principal 
partners, silver-haired all, benign or dominating, are 
no more now than pictures on the old panelled walls 
of the senior partner's room; then I can remember 
the junior partner as a shy schoolboy waiting for his 
father in our ante-room. 

It would be pleasant to have a reunion of all our 
old office crowd and talk of old times again; it might 
be worth writing to the partners to suggest it. Probably 
we could still gather most of them. 

The evening shadows had closed in darkly. I 
switched on the light and saw the clock ticking on. 
Tt can never turn back. 
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Finance and 
Commerce 


Cementation’s Affairs 


HIS week's reprint is taken from the accounts of 

The Cementation Co Ltd and shows the sharp 
set-back in the company's fortunes that occurred 
in the year to March 31st, 1960. The position dis- 
closed in the figures led to a long discussion at the 
annual meeting - a lesson on company law and pro- 
cedure at meetings - and an assurance from Mr 
A. R. Neelands, the chairman, that the board intended 
in future to issue ‘conjectural statements’. 

In the course of the discussions, Mr Neelands 
was strongly questioned on the causes of the set- 
back and, it was maintained, his replies did not really 
get down to the heart of the matter. 

One shareholder said he was most disturbed about 
the internal efficiency of the company and wondered 
whether the resignation of the secretary had some 
bearing. Was it possible, further, that the company's 
costing system was at fault. 


Conjectural Statement 


On the subject of the secretary's resignation, the 
chairman confined himself to saying that it was a 
matter of the board not seeing eye-to-eye with him 
on certain things. And the meeting went on in this 
vein to the point where there would have come 
the resolution for the adoption of the report and 
accounts. 

Many companies assembled in general meeting 
seem to make the resolution for the adoption of the 
report and accounts almost a ceremony and that, 
indeed, is what it boils down to – an expression of 
confidence in the board of directors. There is nothing 
in the Companies Act to say that shareholders must 
do any adopting. They can say what they like about 
the accounts but the fact remains that they are the 
company’s accounts certified by. the auditors. And 
even if a resolution is put and shareholders refuse to 
pass it, the accounts are in no way invalidated. But 
such a situation usually leads on to some more 
definite action such as the formation of a share- 
holders’ committee. 

In this case, the chairman pointed out that the 
Act only required a ‘laying’ before the meeting and 
that had been done. 


But something else was done. Although it had. 


never been the board's policy, the chairman said, to 
issue interim statements, it was the intention for 
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the future, in view of the protests from many share- 
holders and the Press, to issue conjectural statements. 
It wil be interesting to see what a ‘conjectural’ 
statement is. 


‘Non-voting’ Voter 


"EE company scene sometimes offers a touch 
of humour There was the shareholder, for 
instance, who moved the adjournment of a company 
meeting recently. The motion was defeated on a 
show of hands and the shareholder then called for a 
poll which the board, for the moment, accepted. In 
the course of the proceedings, however, it came out 
that the member was one of those non-voting share- 
holders whose existence is currently providing much 
scope for argument. And there, of course, the matter 
came to an end. 

The company was Acrow (Engineers) Ltd, whose 
name is well known in the building and contracting 
industry, especially in connection with concrete and 
shuttering for it. This year's report (to March 31st, 
1960) states: "To provide for the marked tendency 
of the building trade towards hiring, your shuttering 
stocks are being substantially increased and con- 
tinually renewed. The value placed on each unit 
having remained the same for over ten years, it has 
now been decided to value it on a more realistic 
basis nearer to current cost. This basis is still 
conservative.' 

A note to the accounts explains that ‘the trading 
profit of £699,312 includes approximately £192,000 
arising as a result of a change in the basis of shuttering 
stock valuation; the consolidated profit and loss 
account opens with 'trading profit before charges 
shown below (see Note 1) - £699,312’, against 
£675,423 for the previous year; stock and work in 
progress appears at {1,149,243 as valued by the 
management, against £793,831. 


Explanation 


It was this matter of the stock revaluation and a set- 
back in the final results following an encouraging 
interim statement that appears to have sparked off 
the incident at the meeting, at which Mr R. W. 
Gourdie, F.A.C.C.4., F.C.LS., the company's secretary 
with a seat on the board, presided. Mr W. A. de 
Vigier, the chairman, was abroad on an export sales 
tour. Mr Gourdie explained that in recent years, 
stock quantities had gone up considerably and the 
hire business had increased to such an extent that it 
was considered the time had come to make an 
adjustment, especially in view of increased costs. 

Regarding the interim statement, Mr Gourdie 
admitted that possibly the board had not given 
enough stress to difficulties such as increased costs. 
lt might have been pointed out, he admitted, that 
the company had not increased prices for some con- 
siderable time. Since the interim statement, it had 
been necessary to raise prices. 
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CITY NOTES 


Боо pressure on the gilt-edged market 
has developed earlier than usual and prices of 
undated stocks have fallen to record levels. Looking 
ahead it is difficult to see much in the way of respite 
from selling pressure. Demand for bank facilities is 
usually pressing in the early part of the year and, 
with deposits falling, the banks must continue to be 
sellers of Government stocks. 


The impact of foreign fund movements into the 
market is lessening and further ahead still is the new 
Trustee Act which must inevitably result in the 
removal of funds out of Government stocks and into 
other higher-yielding fixed interest securities and 
also into equities. 


Prospective economy and anti-inflation measures 
in the United States have led to a shading of lower 
interest rate hopes here, and a further half-point 
reduction in Bank rate~so freely canvassed as a 
probability a few weeks ago -now seems to have 
little bearing on the market’s position. 


Meanwhile, the equity market, although on a 
rather steadier basis, can hardly be described as 
confident. Most of the currently depressed industries 
can scarcely be expected to show much in the way of 
recovery before early spring, and the immediate 
outlook would seem to be for continued uncertainty, 
narrowing business and, if anything, a tendency for 
prices to sag through lack of support rather than from 
selling pressure. 
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RATES AND PRICES 
Closing prices, Wednesday, December 7th, 1960 
Tax Reserve Certificates: interest rate (26.11.60) 3% 


Bank Rate ба 
Маг. 20, 1958 6% Nov. 20, 1958 4% 
May 22, 1958 54% Jan. 21, 1960 5% 
June 19, 1958 5% June 23, 1960 500 
Aug. 14, 1958 44% Oct. 27, 1960 52% 
Treasury Bills 
Sept. зо £s 115 3°65d%  Nov.4 £4 178 9°79d% 
Oct. 7 Ás ris 3'524%  Nov.ii £4 158 5'464% 
Oct.14 £5 98 63544 Nov. 18 £4 135 5°93d% 
Oct.21 £5 6s 638d% Nov.25 £4 12s 92549, 
Oct.28 £5 is 9524% Dec. 2 £4 125 5'554% 
Money Rates 

Day to day 34-43% Bank Bills 
7 days 48-48% 2 months 48-44% 
Fine "Trade Bills 3 months 48-48% 

3 months 51-6196 4 months 44-43% 

4 months 53-64% 6 months 48-48% 

6 months 6-649, 

Foreign Exchanges 
New York 2°80%-81 Frankfurt 117711-$ 
Montreal 2°74-} Milan 1743-4 
Amsterdam 10:591-3 Oslo 20026 
Brussels 139°472-2 Paris 137761—5 
Copenhagen 19:35-1 Zürich 12'093-$ 
Gilt-edged 

Consols 22% 441ixd Funding 4% 60-90 87$ 
Consols 4% 684; Savings 24% 64-67 — 82% 
War Loan 34% 59 Savings 3% 55-65 90 
Conversion 34% 594 Savings 3% 60~70 785 
Conversion 34% 1969 WS Savings 3% 65—75 71$ 
Exchequer 52% 1966 1007; Treasury 24% 43% 
Funding 3% 66-68 824 Treasury 34% 77-80 714% 
Funding 3% 59-69 81x Treasury 34% 79-81 71%% 
Funding 34% 99-04 644 Victory 4% 93% 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


The Institute's Recommendations * 


Sir, – The English Institute's latest recommendation 
on the valuation of stock and work in progress is of 
considerable interest to all accountants, whether they 
are members of the Institute or of one of the other 
accountancy bodies. 

I have always felt, however, that the particular 
value of the Institutes Recommendations on 
Accounting Principles lay in that they signposted the 
direction in which the enlightened vanguard have, 
already proceeded and point out the route which ће“ 
others should follow. There are occasions when the 
pathfinders cannot agree on the correct road to be 
taken (for example, some may have disagreed with 


Recommendation 15) but, in general, the Recom- 
mendations tend to distil the best of current practices, 
Recommendation 22 (reproduced in November 19th 
issue) is particularly welcome because it re-states 
the accountancy profession's attitude towards the 
various bases of valuing work in progress in contra- 
distinction to the ‘heads I win, tails you lose’ views 
of the Inland Revenue authorities. 

It is to be hoped that in regard to the accountancy 
profession at large, the Institute's Council is preach- 
ing to the converted and that the remaining educa- 
tional function of its recommendations achieves its 
purpose in that wider field beyond. 

Yours faithfully, 
DESMOND F. GOCH, ЛАС. 
Stevenage, Herts. 


l4 
Four-weekly Accounting 4 


Sig, - I read: with interest the commentary which 
you made upon the accounts of my company in your 
December 3rd issue. I make no remark upon the 
various points which were a matter of opinion, but I 
feel I must correct what is an error of fact. 

In your commentary, you state 'In this case, 
however, it would seem that whilst the company's 
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year is on a fifty-two-week basis, accounts are still 
on the system of calendar months.’ There is no 
reason to assume this at all. Because the internal 
thythm of four-weekly accounting is complete in 
itself within the organization, there is no reason why 
the payment of accounts with the outside world 
should be other than at the rhythm found outside; 
by that I mean calendar month. 

We cannot force our big customers – the motor- 


car industry giants ^ to pay other than per calendar : 


month and we in turn settle large bills with the steel 
companies on the same basis. This calendar rhythm 
of receipt and payment does not in any way affect the 


internal four-weekly rhythm. 
Yours faithfully, 
F. A. CALLABY, 
Darlington. Secretary, 


TOLEDO WOODHEAD SPRINGS LTD. 


Practitioners’ Fees 
Sir, - ‘Perplexed’s’ letter in your issue of December 
3rd, was most interesting to me. Without knowing 
all the circumstances, it is almost impossible to give 
an opinion of a proper fee in each of the problems he 
posed. However, on the assumption that he has done 
a first-class job of work which could not reasonably 
be improved on in each of his cases, in my opinion 
appropriate fees would be as follows: 

(1) Finding a purchaser and successfully negotiat- 
ing for £95,000 the sale of a company's assets. 
Time occupied: thirty hours – £525. 

(2) Preparing a valuation of ordinary shares in the 
sum of £8,000 in a private company. Time 
occupied: two hours ~ £52 105. 

(3) Negotiating with the Inland Revenue a pay- 
ment of £14,000 made on retirement to the 
managing director of a company. 'The payment 
was allowed for Schedule D purposes and 
treated as capital by the recipient. Time 
occupied: thirty-two hours — £63. 

Negotiating with the Inland Revenue a 
threatened surtax direction whereby a compro- 
mise was concluded on the declaration of 
additional dividends of £8,500. Time occupied: 
twenty hours – £105. 

Yours faithfully, 
HUGH T. NICHOLSON, F.c.a. 

London, EC2. 


(4) 


Sir, - With reference to the letter from ‘Perplexed’ 
published in your issue of December 3rd, I would 
suggest that, provided he is satisfied that he has 
obtained the best terms possible under headings one 
and four, he should charge fees as follows: 


(1) 4525 

(2) £42 

(3 4105 

(9 _ £105, 
Yours faithfully, 


MARMALADE (Oxrorp). 
(Nom de plume of a chartered accountant.) 
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The Small Practitioner 


Sr, - Mr Collier's letter in your issue of November 
26th came as a refreshing breath of reality to those 
of us who endeavour to maintain a high standard of 
work, but who are prevented from making adequate 
charges therefor by the type of competition mentioned. 

To the excellent suggestions already made, might 
be added a provision that no exempt private company 
should be allowed to have its accounts audited by 
other than a practising chartered or certified 
accountant. 

Might I also draw attention to the present difficulty 
whereby a firm, the partners of which comprise both 
chartered and certified accountants, are unable, by 
regulation, to call themselves either! To endeavour 
to explain the differences to one’s clients is to 
substantially increase unchargeable time and thereby 


. accelerate one’s progress towards ultimate penury! 
prog: репшу 


Yours faithfully, 
Staines, Middx. Е. J. BOLTON. 
Sm, - I note Mr Metcalfe Collier (November 26th 
issue) considers legislation is needed to require all 
returns of income and claims for relief to be certified 
by practising chartered accountants and to require 
all tax computations to be so certified. (Mr Collier's 
italics.) 

Surely he is going a little too far? I suggest, for 
instance, that ex-Inspectors of Taxes who can prove 
that they are of good character, have passed the 
appropriate departmental examinations and have had 
sole charge of a tax district for at least three years, 
or alternatively have reached the rank of Senior 
Inspector, should be permitted to prepare mainten- 
ance claims, and that those who have been Principal 
Inspectors could even be permitted to undertake 
double tax computations. 

Furthermore, I doubt whether there would be 
any great danger in permitting qualified lawyers to 
act as trustees – subject, perhaps, to a minimum 
period of three years in chambers or a practising 
solicitor's office. 

Yours faithfully, 


London, E18. V. P. GOOK. 


Hotel Accounts: Treatment of Service 
| Charges 


Sır, -We have been appointed as auditors of a 
private company which operates a hotel. A service 
charge of 1o per cent is included in all hotel bills, 
and a receipt is given for the gross amount. Only the 
amount of the bill, excluding the service charge, is 
credited in the company's cash-book, the service 
charge being recorded in a subsidiary cash-book, 
ES shows the distribution each week to the hotel 
statt. 
In previous accounts, the service charge has been 
ignored as a self-balancing item, but we should 
appreciate the views of other practitioners as to 
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whether or not the gross bills should be brought into 
credit, and the staff distributions debited. 

While this would have no effect on the profits, it 
would appear to involve P.A.Y.E. questions with 
which the company has not concerned itself. 


Yours faithfully, 
. P. N. 


Revaluation of Fixed Assets 


був, - I was very interested to read, in a letter pub- 
lished in your issue of October 15th, details of the 
latest Government-published coefficients for re- 
valuation of fixed assets in France. 

A law was published in Uruguay in 1959 per- 
mitting revaluation of fixed assets (except land and 
buildings) for tax purposes, by the application of 
the coefficients expressed below. 


Year Coefficient Year TM 
1940 cad previsy 5'5 1950 .. 3'9 
I94I 5:5 1951 .. 3:6 
1942 5:5 1952 .. 35 
1943 55 1953 .. 35 
1944 54 1954 .. 34 
1948 — .. 54 1955 .. 33 
1946 E .. 48 1956 .. 3'0 
1947 ..  -. 45 1957 .. 17 
1948 43 1958 .. r7 
1949 41 
Yours faithfully, 

Montevideo. JOHN C. PERT. 


Consolidation Problem 


Sir, - I am concerned with the management of the 
aftairs of a large number of shipowning companies 
in the United States. The connection between these 
companies is somewhat complex, but in recent years 
has developed into two main groups ‘A’ and ‘B’ 
with one or two outsiders which are gradually being 
absorbed into the fold as subsidiaries. Group ‘A’s 
financial year ends at June 3oth. 

I now have a problem concerning consolidation, 
for which there is no precedent in this organization. 

It was agreed informally in April last between 
the principal stockholders of ‘A’ (which has issued 
only common stock of no par value) and the principal 
stockholders of one of the outside companies, which 
I shall call ‘X’ (which also has a financia] year ending 
June 3oth), that ‘A’ would offer two shares in ‘A’ 
in exchange for each share in ‘X’ to the stockholders 
of ‘X’, and application was made to the United 
States Director of Internal Revenue to ensure that 
the stockholders of *X' would not thereby be subject 
to United States capital gains taxes. A satisfactory 
reply was not received until July, and on July 21st 
a directors’ meeting of ‘A’ was held, and it was 
resolved to send a circular to the stockholders of 


*X' inviting them to make the exchange, provided* 


that the holders of at least 8o per cent of *X" agreed 
by August 15th. The required majority did so agree, 
and on August 15th a second circular was mailed 
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asking those agreeing to sign stock powers to effect . 
the exchange. 

A small minority of the stockholders of ‘X’ resisted 
the exchange for private reasons, but eventually- 
consented to do so and signed stock powers on 
November oth. 

Thus ‘X’ has become a roo per cent subsidiary 
of ‘A’, 

Now here are the problems: 

(1) In the absence of monetary values having been 

expressed in all negotiations, is it correct to use 
the net book value of one share in company ‘X’ 
to arrive at a valuation for the increase in capital 
stock of ‘A’? 

(2) The directors of ‘A’ explain that it was always 
their intention for ‘A’ to acquire ‘X’ as at July 
ist, the commencement of the new financial 
year for both companies, although such intention 
has never been officially promulgated. The delays 
were due to matters beyond their control. This 
being so, is it reasonable to consolidate on this 
e or must we use another date? If so, which ~ 

ate 

(3) If we use August 15th and November oth, we 
shall necessarily arrive at different valuations 
for *X's shares, and consequently for the increase 
in value of ‘A’s capital, since we do not desire 
to have such items as goodwill or capital reserve 
on ‘A’s books. Is this reasonable? 

(4) If we use July xst, whose interests are impaired? 
Is there any basis for objection to July rst, 
and if not, how can such a position be officially 
adopted? 

The companies concerned are registered in Panama. 
Company law applying to them is basically the same 
as in England. 

A chartered accountant colleague of mine feels we 
cannot possibly consolidate as from July 1st, and our 
American auditors concur with his views. I am 
undecided, and having regard to the intentions of 
my directors, I have leanings toward the easy way 
out — that is, July rst. 

Yours faithfully, 
EXPATRIATE, 


Bad Manners ? 


Sir,~ From fairly recent personal experience, I 
should like to heartily endorse the remarks made by 
‘Old-fashioned A.C.A.’ under the heading of ‘Bad 
Manners? in your issue of November 19th. More- 
over, I should like to add a rider in the shape of a 
sub-title ‘Incongruous behaviour’. 

Comparatively recently I was forced by a take-over 
bid to resign my directorship of a medium-sized , 
company, and from having for many years been 4 
responsible for the engagement of employees from 
executives to office boys I was myself in the converse 
position. 

My complaint is about the prospective employer 
who holds out a 95 per cent certainty that the job is 
yours, only to issue a curt ‘regret notice’ at a later date, 

I had one employer who was apparently so im- 
pressed with my abilities that he asked for one 
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BANK ON 
BOWMAKER 


and get credit for it 







Industrial machinery and light or 
heavy equipment can be bought on 
favourable credit terms through 
Bowmaker. Your local Bowmaker Branch 
Manager (under Bowmaker in the telephone 
book) will give you full details. 
Motor vehicles, school fees, a boat, farming 
equipment, air - conditioning . .. Bowmaker 
credit plans solve a lot of immediate 
problems for a lot of people. 













THE BOWMAKER GROUP 


HEAD OFFICE: BOWMAKER HOUSE, LANSDOWNE, BOURNEMOUTH. 
LONDON OFFICE: BOWMAKER HOUSE, 55 ST.JAMES'S ST., LONDON, S. W.1 
Members of the Finance Houses Association 







BRANCHES THROUGHOUT THE BRITISH ISLES 
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BANK OF LONDON & 
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thinking of 
LATIN 


AMERICA? 





Latin America is a rich expanding 
continent and a market with great 
potential. The Bank of London & 
South America and their associate, 
the Bank of London & Montreal, 
have a comprehensive network of 
branches throughout that area and 
know the details of each country 
intimately. Information on invest- 
ment, imports, exports, currency 
regulations and other financial 
matters is always obtainable from 
the Bank of London & South 
America – the only United Kingdom 
Bank in South America. 






HEAD OFFICE and London Branch : 


40-66 Queen Victoria Street, London ЕС4 City 9822 


BRADFORD: 55 Well Street Bradford 25693 


MANCHESTER: 36 Charlotte Street Central 3135 


MIDLANDS Representative: 


50 Great Charles St. Birmingham 3 Central 4058 


NEW YORX: 34 Wall Street 
PARIS; 89-91 Rue du Fauborg St Honoré 
Continental Representatives Office: 


Talacker 35, Zürich, and branches throughout - 


Latin America, Portugal and Spain 
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ADDING MACHINE! 


Ж The ‘QUICK’ Is labour-saving 
and ideas for the travelling 
Auditor, Accountant, or 
Stockbroker, 


* The ‘QUICK’ fits any 
normal sized brief- 
case or desk drawer. , 


* The ‘QUICK’ 
welghs only 8 Ib. 


* The ‘QUICK’ 

guarantees 5 
lasting high 
performance. 


Ж The ‘QUICK’ has an 
amazing totalling capacity of 
£999,999 195 114 (decimal models also available). 


tc The ‘QUICK’s’ versatility includes Direct Subtraction, , 
Direct Sub-totals, Direct Totals, Multiplication Key,” 
Non-adding Key, Large Visible Type and Detachable 
Operating Handle. 


* The ‘QUICK’s’ price is £45 


Inquiries to: Т. S. (OFFICE EQUIPMENT) LIMITED 
140-148 Borough High St, London, SEI. Tel: HOP 3191 
AND ALL REPUTABLE OFFICE MACHINE DEALERS 
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nonth’s option on my services, telling me that the 
position would be confirmed on his return from 
ibroad. Having heard nothing for six weeks I tele- 
ohoned the employer in question and some days 
iater received a letter telling me that the company 
had after all decided to make the appointment from 
within their own organization. 

As an employer I always fulfilled at least the 
minimum requirements suggested by ‘Old-fashioned 
A.C.A.' and I should like to suggest to prospective 
employers that the motto ‘Heads I win, tails you lose’ 
is not quite playing the game. 

Yours faithfully, 
EMPLOYED A.C.A. 


SIR, - Your correspondent ‘Old-fashioned A.C.A? 
(November 19th issue) has my sympathy. My experi- 
ence as a chartered secretary in seeking fresh em- 
ployment in 1959 was similar to his own. 


I was looking for a senior appointment in industry. 


or commerce and during my search noted that 
60 per cent of potential employers did not bother 
to reply to my letters. Of the remainder who did 
reply, some promised further consideration of my 
application and said they would be getting in touch 
with me again: none in fact wrote subsequently. 
Where I had preliminary interviews and was promised 
a further communication after an assessment of my 
ability in relation to other applicants, 30 per cent of 
employers failed to implement their promise. . 

Regarding discourtesy, I think the outstanding 
example occurred when I went up to Yorkshire for 
an interview in connection with a vacancy of per- 
sonal assistant to a director of a public company. 
The director concerned broke off our interview at 
10.30 a.m. after half an hour because, he said, he 
had arranged a discussion with his accountant; he 
asked me to attend his office again to continue the 
interview at 2 p.m. At 3.15 p.m. he was still at 
lunch and presumably aware that I was waiting to 
see him. Needless to say, I was not interested any 
further. 

To sum up, I should have thought that either 
fulfilment of a promise to communicate at a later 
date or a simple statement to the effect that the 
position under review was filled, should not extend 
in employer too much. 

Yours faithfully, 


Sevenoaks, Kent. L. A. OUGHTON. 


Liquidator's Final Distribution 
31r, – If a liquidator returns to members a final 
listribution in excess of the nominal value of the 
paid-up share capital of a company, which ceased to 
trade in January 1960, will there be a withdrawal of 
aon-distribution relief for a period related back to 
the last chargeable accounting period? 

It seems that the Carpet Agencies case might be 
relevant in such circumstances. 
Yours faithfully, 
NON SICURO. 
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Specialism in the Profession 


Sır, - With reference to Mr Lawson’s remarks at the 
dinner of the Coventry Branch of the Birmingham and 
District Society of Chartered Accountants, reported 
in your issue of November то, there is а post- 
qualification examination in management accounting 
available to chartered accountants, and subject to the 
conditions he suggests there is also available the award 
of the Fellowship in Management Accountancy of 
The Institute of Cost and Works Accountants. 

Many members of the recognized bodies of 
accountants are availing themselves of this facility. 
Is the time now ripe for this award to be administered 
by the profession as a whole? This, I believe, was the 
intention of The Institute of Cost and Works Account- 
ants when the fellowship was introduced in 1953. 


Yours faithfully, 
Smethwick, Staffs. DENIS EDIS. 


Forged Transfer Insurance 
Sm, - My company is considering dispensing with 
sending protection notices to share transferors, and 
taking out a form of insurance against the risk of 
forged transfers, 

I am informed that this is now becoming quite a 


. common practice, but would appreciate the com- 


ments of your readers regarding this. Very few com- 
panies, incidentally, refer to this being done in The 
Stock Exchange Year-Book. 

Yours faithfully, 


Leicester. D. W. STONE. 


'Taxation of German Pensions 


Sm, ~ An article under this heading by Mr Мах 
Englard, B.A., LL.B., appeared in your issue of 
March 29th, 1958, and we are wondering if in the 
meantime the author may have had any reason to 
alter his views with regard to the nationality status 
of German refugees who have acquired British 
nationality by naturalization. . 
The reason for our being interested in this point 


‘is that pursuing the lines mentioned by him, we have 


been confronted by the opinion of the Inland Revenue, 
that upon naturalization a German national loses his 
German nationality under an Act of 1913, so that 
the operation of the 1941 decree is irrelevant. 


Yours faithfully, 
London, Wr. HENRY I. JACOBS & CO. 


[Mr Max Englard writes: As stated in the article, 
exemption is now granted in respect of German 
pensions in respect of past employments to non- 
British subjects, Stateless persons and British subjects 
who have re-acquired German nationality. The Inland 
Revenue so far refuses to grant exemption to British 
subjects who have not re-applied for German nation- 
ality. In my view this position is not justified in law. 
By the Double Taxation Convention the question of 
nationality in this case is governed by English law. 
The Loewenthal case clearly decided in 1948 that the 
German decree of November 1941 depriving Jews 
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residing abroad of German nationality is not recognized 
in English law. The German Nationality Act of 1913, 
under which a German national applying for naturaliza- 
tion in another country is deprived of German 
nationality, has no relevance, as any person affected 
by the 1941 decree applying for naturalization after 
the date of the decree was (according to German law) 
not a German subject, and therefore did not fall under 


Taxation Cases 


Full reports of the cases summarized in this column 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’. 


Crossland v. Hawkins 
In the High Court of Justice (Chancery Division) 
November 14th, 1960 
(Before Mr Justice DANCKWERTS) 


Income tax — Settlement on children — Actor’s exploita- 
tion company ~ Father a director but not a shareholder — 
Agreement for services at weekly remuneration ~ 
Settled fund provided by father-in-law ~ Fund used to 
purchase all the shares in company – Whether an 
arrangement settlement — Whether respondent a settlor 
— Finance Асі, 1936, Section 21 — Income Tax Act, 
1952, Sections 397, 403. 

The respondent, a well-known actor, had a service 
agreement with a company, whereby he agreed to 
serve the company and to his services being let out to 
third parties, and whereby the company was to pay 
him a weekly salary and was to pay his expenses in the 
performance of his services. The respondent had 
the right to approve contracts entered into by the 
company, under which he was to render services to 
third parties, and he was not bound to render 
services which he reasonably considered detrimental 
to his reputation. 

The company was formed on January 3rd, 1954, 
with a capital of {100 in shares of Хі each. Two 
shares were issued to the subscribers to the memo- 
randum of association, and these shares were sub- 
sequently transferred, one to the respondent’s wife 
and a chartered accountant jointly, and the other to 
the chartered accountant himself. The respondent 
was not at any time a shareholder in the company, 
but he was a director. On December 10th, 1954, the 
service agreement already mentioned was made. 
On March 3rd, 1955, a settlement deed was executed 
between the respondent’s father-in-law on the one 
part and the respondent’s wife and the chartered 
accountant as the trustees, and the {100 was settled 
by the father-in-law out of his own moneys for the 
benefit of his grandchildren. By a deed of appoint- 
ment of the same date the trustees revocably appropri- 
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the German Nationality Act, 1913. Thus in German 
law such a person did not lose his German nationality 
by virtue of the 1913 Act, which English law recog- 
nizes, but under the decree of November 1941, which 
English law does not recognize. Regrettably the posis 
tion has so far not been tested either by an appeal, 
to the Special Commissioners or before the Courts, 


. which alone could clarify the legal position.] 





ated the trust fund for such of the three children of 
the respondent as should attain the age of 25 years in 
equal shares. On March 31st, 1955, the trustees were 
allotted the ninety-eight unissued shares in the 
company for cash. The respondent, though aware 
that these arrangements were being made, was not 
consulted with regard to them. 

During the period to April 30th, 1957, the respond- 
ent acted in a film and the company received £25,000 
for providing his services. The company paid the_ 
respondent доо for twelve weeks’ work at the rate 
of £50 a week salary and {25 a week for expenses. 
On October 18th, 1956, the company declared and 
paid an interim dividend for the period just men- 
tioned of £500 free of tax, and the trustees allocated 
and paid that sum for the benefit of the three children 
after deduction of tax. 

The respondent claimed, on behalf of the children, 
repayment of the tax so deducted. The General 
Commissioners decided that there was no arrange- 
ment-settlement within Section 397 of the Income 
Tax Act, 1952; and that the respondent was not a 
settlor within the meaning of Section 403 of the Act. 


Held: the decision of the General Commissioners 
was correct. MN 


Thomson v. Moyse 
In the House of Lords 
November 22nd, 1960 
(Before Lord Ѕімомрѕ, Lord REID, Lord RADCLIFFE, 
Lord Сонем and Lord DENNING) 


Income tax — Foreign securities — Foreign possessions ~ 
Payments by trustees to account in bank abroad — 
Cheques drawn thereon in favour of United Kingdom 
bank — Sale of cheques to Bank of England – United 
Kingdom account credited with sterling equivalent — 
Cheques presented by United Kingdom bank to bank 
abroad – Whether a remittance - Income Tax Act, 
1918, Schedule D, Charging Rule 1 (а) (i), Case IV, 
Rule 2, Case V, Rule 2 — Finance Act, 1926, Section | 
29 – Finance Act, 1953, Section 24. 


The respondent was entitled to income from the 
estate of his father and the estate of his mother, and 
both estates were in the United States of America. 
The trustees paid sums into an account of the 
respondent in the Bank of New York. The respondent 
drew dollar cheques on the Bank of New York in 
favour of a bank in the United Kingdom, and 
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requested the United Kingdom bank to purchase the 
cheque. The United Kingdom bank, as an authorized 
dealer under the Exchange Control Act, 1947, sold 
the amount of dollars in the cheques to the Bank of 
‘England, and the respondent’s account at the English 
bank was credited with the sterling equivalent. The 
United Kingdom bank mailed the cheques to the 
Bank of New York. The latter, on the instructions of 
the English bank, transferred the amount of dollars 
to the account of the Bank of England with the 
Federal Reserve Bank. 

The respondent was domiciled in the United 
States and resident in the United Kingdom. The 
administration of his mother’s estate was not com- 
pleted during a part of the relevant period; and if the 
respondent was assessable at all for that part, he was 
assessable, if at all, under Case V. 

It was contended by the respondent that the 
substance of the transactions was that a contract 
was made in England for the purchase of a dollar 
cheque for sterling in the United Kingdom; that it 
was not part of the contract that dollars were brought 
into the United Kingdom and that if they were, they 
were brought in as the property of the Bank of 
England and not as the property of the respondent. 

The Special Commissioners decided that the 
United Kingdom bank acted as a principal and not 
as an agent, and they allowed the appeal. 

Held: (reversing the decision of the Court of 
Appeal) the amounts credited in sterling were sums 
received by the respondent in the United Kingdom, 
and were assessable to United Kingdom income tax. 


C.I.R. v. R. Woolf & Co (Rubber) Ltd 
C.I.R. v. Rommor (Rubber) Co Ltd 
In the High Court of Justice (Chancery Division) 
November gth, 1960 
(Before Mr Justice DANCKWERTS) 

Surtax — Undistributed income of company — No five 
shareholders in control — Persons holding debentures — 
Whether to be treated as members — Whether interested 
in capital - Whether interested in income — Finance 
Act, 1922, Section 21 — Finance Act, 1940, Sections 
46, 54, 58 — Income Tax Act, 1952, Sections 245, 
246, 248, 249, 250, 255, 256, 257, 256. 

À company (the old company) carried on a trade of 
rubber manufacturing and waste rubber dealing, and 


it had a capital of 11,500 ordinary shares of £1 each. · 


It was a company within what is now Section 245 of 
.the Income Tax Act, 1952. In 1950 one of the 
‘principal shareholders died; and with a view to 
arranging for the payment of death duties on his 
estate, and for death duties in respect of the estates 
of the surviving shareholders, a new company was 
incorporated on March sth, 1951. The new company’s 
issued capital consisted of 1,000 shares of £1 each, 
which were issued as to fifty to the wife of one of the 
shareholders in the old company and as to the 
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balance to the trustees of sixteen family trusts; and 
no five shareholders held between them more than 
49 per cent of the issued shares of the new company. 

On October 18th, 1951, the shareholders in the old 
company sold their shares in that company to the 
new company for £600,000, which was satisfied by 
the issue of £200,000 first mortgage debenture stock 
and £400,000 second debenture stock. On October 
I9th, 1951, the new company purchased the under- 
taking and assets of the old company subject to the 
then existing liability for £600,000, which was left 
as an unsecured debt. On the same day the names of 
the companies were changed. Interest at 6 per cent 
per annum was payable on the debenture stocks, and 
they were secured by a specific charge and a floating 
charge. The new company was bound to pay to the 
trustees of this stock a sum of £13,125 a year as a 
redemption fund. The stock, or any part of it, could 
be redeemed at {105 per cent, and it was to be 
repaid by January 15th, 1967. Similar arrangements 
were made as to the second mortgage debenture 
stock, but this stock could not be redeemed until 
after the redemption of the first mortgage debenture 
stock. Most of the latter stock was redeemed in the 
year ended January 31st, 1953. In computing the 
actual income of the new company the interest paid 
on the two stocks was deducted. 

The Special Commissioners decided that the 
holders of the debenture stocks were not members of 
the new company for the purpose of the legislation 
in question, in that they had no share or interest in 
the capital or profits or income of the company; that 
if that conclusion was wrong, the stockholders did 
not have any interest in the new company's income 
for the reason that the interest on the stocks was 
deductible in computing the income; and that there- 
fore no apportionment could be made for them. 


Held: (1) the stockholders had an interest in the 
capital profits and income of the new company and 
were therefore members by virtue of Section 255 (2). 
of the Income Tax Act, 1952; (2) the actual income 
of the company could be apportioned among the 
stockholders. 


Littlewoods Mail Order Stores v. C.I.R. 
In the High Court of Justice (Chancery Division) 
November 17th, 1960 
(Before Mr Justice DANCKWERTS) 


Stamp duty ~ Ninety-nine-year lease held — Shorter 
lease granted by landlord — This lease assigned to 
subsidiary — Underlease back to parent company — 
Subsidiary’s lease exchanged for landlord’s freehold ~ 
Whether assignment a transfer from one company to 
another — Whether deed of exchange a conveyance on 
sale – Stamp Act, 189r, Schedule т — Finance Асі, 
1930, Section 42 — Finance Act, 1948, Section 50. 
The appellant company (Littlewoods) held a 
ninety-nine year lease at an annual rent of £23,444. 
from the Independent Order of Odd Fellows, and 
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the lease had about eighty years unexpired.-On 
December 8th, 1958, Odd Fellows granted a lease to 
Littlewoods for twenty-two years and ten days at a 
rent of £6 a year, and there was automatically a 
surrender of the ninety-nine-year lease. On Dec- 
ember oth, 1958, Littlewoods assigned the new lease 
to a wholly-owned subsidiary (Fork). On December 
toth, 1958, Fork executed an underlease back to 
Littlewoods for twenty-two years at a rent of £42,450 
a year. On December 11th, 1958, a deed of exchange 
was made between Odd Fellows and Fork, whereby 
the latter assigned the lease of twenty-two years and 
ten days to Odd Fellows, subject to the underlease 
by Fork to Littlewoods, and Odd Fellows conveyed 
the freehold to Fork subject to the lease of twenty- 
two years and ten days. On December 12th, 1958, 
Fork executed a deed guaranteeing to Odd Fellows 
the payment of the rent of £42,450, and charged the 
freehold with the payment. On December 13th, 
1958, Littlewoods executed a deed of indemnity in 
favour of Odd Fellows against stamp duty and 
penalties. The effect of these transactions was that Odd 
Fellows conveyed the freehold to Fork, and Fork 
no longer held the lease of twenty-two years and ten 
days, and Littlewoods held the lease of twenty-two 


years. 
The Inland Revenue claimed stamp duty of 
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£8,000 in respect of the assignment, on December 
9th, 1958, by Littlewoods to Fork of the lease of 
twenty-two years and ten days, and £16,978 of stamp 
duty in respect of the deed of exchange, on December 


11th, 1958, whereby Fork assigned that lease to Odd— 


Fellows and obtained the freehold. It was contended 
on behalf of Littlewoods that the deed of assignment 
of December oth, 1958, was exempt from duty under 
Section 42 of the Finance Act, 1930, as its effect was 
to convey a beneficial interest in property from one 
limited liability company to another; and that the 
deed of exchange of December 11th, 1958, between 
Odd Fellows and Fork, whereby the lease for twenty- 
two years and ten days passed to Odd Fellows and 
the freehold to Fork, was not a conveyance on sale. 
Held: (1) the lease of twenty-two years and ten days 
granted by Odd Fellows to Littlewoods was a con- 
veyance for the purposes of Section so (1) (5) of the 
Finance Act, 1938; that Section 42 of the Finance Act, 
1930, applied; and that the stamp duty of £8,000 on 


this transaction was payable; (2) that the deed of 


exchange of December 11th, 1958, by Odd Fellows 
to Fork whereby the latter assigned the lease of twenty- 
two years and ten days to Odd Fellows, and the latter 
conveyed the freehold interest to Fork, was not a 
conveyance on sale; and that the stamp duty of 
£16,978 in respect of this transaction was not payable. 


I.D.P. and Computer Mission Report 
SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 


We reproduce below the conclusions and recommendations of the O.E.E.C. Mission 

of European experts to the United States whose recently published report, Integrated 

Data Processing and Computers, is discussed in a leading article elsewhere in this 
issue. 


. t. No efficient overall plan for data-processing activi- 
ties can be designed, whatever the methods used, unless 
consideration is given to the possibilities of effecting 
economies and improving control by integrating 
associated procedures. The concept of Integrated 
Data Processing is therefore not new, although the 
introduction of electronic computers has created new 
possibilities. A determination to exploit these potential- 
ities has been shown by a number of concerns in the 
United States in which some outstanding efforts 
are being made to achieve high degrees of integra- 
tion. 

2. Other progressive organizations have restricted 
their schemes of integration to specific areas, within 
which they have often been most successful. Otherwise 
the pattern in the United States is that the possibilities 
of integration offered by electronic data processing 
have not been generally appreciated and there have, of 
course, been cases where computers have been intro- 
duced without adequate replanning of procedures. 
However, it seems probable that as the success of the” 
more far-sighted pioneers in due course becomes 
apparent, others will not be slow to follow their 
example. 


3. 'The more important impressions recorded in this 
report are that: 


(a) Faster and better information for management is 
likely to be the most important advantage of E.D.P. 
Many examples were seen of improved control through 
the better quality and earlier availability of reports — 
here the ability of a computer to scan large files of 
data and select required information was often an 
important factor. 


(5) The effect of integration on internal organization 
is likely to be fundamental and far-reaching, cutting 
across traditional boundaries, and it is bound to lead 
to more centralization of data-processing activities as 


important areas of the work are absorbed into a few ; 
computer routines. This may result in greater centrali-- 


zation of management control. Ín addition, as com- 
puters take over routine decisions, a change in the 
nature of management practices is likely with more 
emphasis on ability to plan clearly than on capacity to 
handle detail; 


(c) Clerical savings can provide the main justification 
for computer routines where sufficiently large volumes 
of data have to be handled. Some most successful 
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examples were seen in certain specialized fields such as 
insurance work, public utility billing, banking and 
various large Government applications. 


(d) While considering E.D.P. applications, several 
"groups of the Mission were impressed by the benefits 
being achieved through operations research. There is 
no doubt that these techniques, whose development 
owes much to computers, are being used increasingly in 
industry. 

(2) While the cost of equipment is approximately the 
same on both sides of the Atlantic, the higher salaries 
in the United States make it easier to justify the 
installation of a computer and have thus encouraged 
more rapid development there. A subsidiary factor 
may be the greater readiness to try any new field 
which appears to offer opportunities of improvements 
or savings. 


(f) The importance of firm management direction to 
the success of the installation and operation of an 
E.D.P. system was emphasized repeatedly. The most 
successful installations seen by the Mission had 
benefited greatly from management support. 


(g Where problems had arisen due to poor or 
inadequate planning, the most frequent basic causes 
seemed to have been lack of appreciation by senior 
management of the problems involved, and impatience 
caused by the natural enthusiasm of the installation 
team to start operations. 


(A) The difficulties of selecting from the growing 
range of equipment, has sometimes led to a tendency 
in the initial study to concentrate too much on this 
aspect and to give too little time to the planning of the 
proposed system. | 

(5) Installation programmes have often been delayed 
as a result of the use of unsuitable staff — especially 
where staff have been employed who would otherwise 


have become redundant and have not shown the. 


flexibility necessary to adapt themselves to this new 
sphere. 

(j) The elimination of errors in the files of basic 
data that have to be taken over has often proved more 
difficult than expected. It has been found to be equally 
vital to maintain similar accuracy in the subsequent 
recording of current data, rather than rely on the 
computer to make comprehensive checks. 


(А) The growth of computer service centres was 
noted. 'T'he bulk of the work carried out at present is in 
such fields as statistical analysis, operations research 
and engineering. So far there is no evidence of their 
use on any scale for data-processing purposes by 
smaller organizations. 


(D Government users, including Federal and State 
departments and the armed services, constitute such a 
large proportion of the potential market for equipment 
that they cannot avoid accepting responsibility for 
encouraging the development of new products, and 
setting the lead for other users. The efforts made in 
the United States to co-ordinate and' control the 
installation of computers in Government undertakings, 
and to provide for the exchange of ideas and experi- 
ence both internally and with outside concerns, consti- 
tutes a stimulating example which should be followed 
in Europe. 

(m) Integration between the data-processing pro- 
cedures of different organizations is already pro- 
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ducing useful economies. The scope for outstanding 
savings appears so great in some spheres that the 
difficulties of agreeing upon the necessary uniformity 
of methods seem certain to be resolved. There are also 
attractive opportunities for external integration in 
Europe; these will usually require the active co- 
operation of Government. 


. (m) The importance attached to E.D.P. in the United 
States is reflected at universities where education in 
the potentialities of computers forms part of many 
courses including those for management training. 
While these courses will be improved as experience is 
gained they have already reached the stage where they 
will result in demands for better planning and control 
information from E.D.P. systems when today’s gradu- 
ates join management. This is a field where Europe 
should take advantage of the experience already gained 
in the United States. 


(o) Manufacturers in the United States have been 
following an enlightened policy of presenting or lending 
computers to educational establishments. In this way 
they are subsidizing a flow of trained personnel into 
industry and commerce who are conscious of the 
possibilities of E.D.P. in addition to providing a 
source of programmers and computer engineers to 
meet their own staffing requirements. It would be of 
great benefit if manufacturers could be persuaded to 
adopt the same policy in Europe. 


(p) Computers are also assisting training through the 
development of so-called ‘business games’. While 
their quality varies widely, two excellent examples 
were seen which provide first-class training for the 
players. 

(g) The development of automatic languages to 
specify business.data-processing problems is currently 
causing considerable interest in the United States. 
'There were stated to be good prospects of their wide 
adoption, although they are not as yet fully accepted. 


4. Returning to the European scene it was evident 
from the exchange of information between members 
of the Mission that a considerable number of advanced 
E.D.P. applications are already being planned in 
different European countries. It was agreed that some 
central source of information about developments in 
Europe would be a great advantage. In this connection 
the efforts being made by the ‘Netherlands A.D.P. 
Centre’ were noted with interest. Many members felt 
that rather than allowing effort to be wasted by 
duplicating such activities in the individual countries 
it would be an excellent idea to establish a central 
source of information on somewhat similar but more 
ambitious lines to serve all the O.E.E.C. member 
countries. 

5. In the meantime it is evident that developments 
in the United States are proceeding apace and there 
will undoubtedly be further rapid progress over the 
coming years. Developments in E.D.P. in Europe 
seem likely to follow similar lines to the United States, 
subject to economic differences which result in a 
greater difficulty in justifying the installation of a 
computer in Europe. The United States scene there- 
fore provided a valuable cross check on our thinking 
1n many directions and stimulated new ideas in others. 
Undoubtedly our visit has confirmed the importance 
of the new possibilities of higher degrees of integration 
of data-processing procedures which come with E.D.P. 
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WOMEN CHARTERED ACCOUNTANTS’ DINNER 


Plea for a ‘Married Women’s Taxation Act’ 


A strong plea for a ‘Married Women’s Taxation Act’ 
providing for more equitable tax treatment of married 
women in employment – particularly the professions — 
was made by a woman barrister, Mrs Betty Knightly, 
at the annual dinner of the Women Chartered Ac- 
countants’ Dining Society on December 2nd. 


Mrs Knightly, an active Conservative Party member 
and election campaigner, replied to the toast of 
‘Legislators’ in the place of Mrs Margaret Thatcher, 
M.P., who was prevented from attending by illness. 
Mrs Knightly drew attention to various Acts of 
Parliament which had been passed in the cause of 
women. In 1882 there was the Married Women's 
Property Act which prevented husbands from 'pocket- 
ing' possessions of their wives on marriage as a matter 
of right. Then there was the Sex Disqualification 
(Removal) Act of 1919, and it could be said that it was 
only because of this piece of legislation forty years ago 
that they, as professional women, were gathered there 
that evening. 


Couples living together 'in sin' or independently, 
and brother and sister, were regarded as separate tax- 
payers, and the discrimination against husband and 
wife was unfair. Referring to the limit of £2,100 of 
joint income beyond which surtax was leviable, Mrs 
Knightly said it was up to them all to see that this 
‘infamous ‘ceiling’ was brought to an immediate end. 


Accountants in Parliament 


Proposing the toast, Miss E. Crawford, Е,С.А., said 
that a recent book gave an analysis of the results of the 
1959 General Election; this showed the not very 
surprising fact that the legal profession was strongly 
represented in Parliament, but there was no mention 
of accountants of whom there were several — one being 
more than busy at the present time with pink zones, 
traffic wardens and other transport problems! 


‘Many members of our profession serve on Royal 
Commissions and Parliamentary committees’, said Miss 
Crawford. ‘How frustrated they must feel when it seems 
that no action will ever result from their deliberations.’ 


She thought, in particular, of the 1955 Royal Com- 
mission on the Taxation of Profits and Income which 
had made ‘certain abortive recommendations’ for the 
amendment of the ill-famed Rule 9 of the 1952 Income 
Tax Act. Only recently, in the case of Brown v. Bullock, 
the learned judge said he considered the application of 
this rule to lead to absurd results. How many times, 
asked Miss Crawford, had they to try to explain these 
absurdities to their bewildered clients? Surely, after 
five years, it was high time that the legislators acted on 
the recommendations of the Commission. 

Referring to the way in which public accounts are 
kept, Miss Crawford went on: А 

“With all due respect to those concerned, it seems to me 
that a revolution is needed —a bloodless one, I hasten to 


say. If business accounts were kept in the same way, there 
would be many more insolvencies.' 


4 


When, asked Miss Crawford, will our legislators 
take the advice of professional accountants instead of 
civil servants, whose very training seemed to her to 
be the antithesis of progress? 


Society’s Fifteen Years 


Proposing the toast of "Ihe Institute of Chartered 
Accountants’, Miss Margaret Fox, r.c.4., Chairman 
of the Society, said that the dinner was the Society’s 
most important occasion of the year, and she extended 
a special welcome to the President of the Institute, 
Mr S. J. Pears, F.c.a., and his wife. 


The Society, she went on, was just fifteen years 
old. Until recently all their meetings had been held in 
London, but this year they had become more venture- 
some and arranged a meeting in Birmingham. It had 
since been decided to hold a similar meeting in the 
Liverpool and Manchester area next February. 


Miss Fox welcomed the recent innovation of 
inviting parents of articled clerks who are successful 
in the Institute's examinations to attend the half- 
yearly prize presentations. 

‘It is an excellent idea’, she said, ‘to give parents the 
occasional opportunity to take part in the affairs of an 
institution which is going to take such an important part 
in the lives of their sons and daughters.' 


Responding to the toast, Mr Pears congratulated 
the Society on the attendance which, he said, was 
magnificent for the size of the Society, and on the 
work it was doing. He went on: 2 


‘We in the Institute want some help with regard to 
public relations. On Sunday next we are to have our first 
broadcast, and we should like some ideas to produce on 
radio or television in the future. I think you ladies could 
produce some ideas and perhaps some scripts, and I think 
they would be a great help to us.' 


In a lighter vein, the President said he understood 
it was very difficult being married to a chartered 
accountant because they were so critical. «But women 
are not so bad at being critical either', he added 
amid laughter. 


The toast of "The Guests’ was proposed by Mrs 
G. L. Tangye, Е.С.А., and Dr D. С. Valentine, M.A., 
LL.B., responded. 


Guests of the Society 


Among the guests of the Society there were also: , 
Mr С. К. Appleyard, F.c.a., Chairman, London and ~ 
District Society of Chartered Accountants; Mr J. W. С 
Cocke, T.D., M.A., F.C.A., Secretary of the London and 
District Society, and Mrs Cocke; Mr A. S. MacIver, 
C.B.E., M.C., B.A., Secretary of the Institute, and Mrs 
Maclver; Mr L. J. Н. Noyes, B.sC.(ECON.), F.C.A., 
Secretary of the Institutes Taxation and Research 
Committee, and Acting Editor of ‘Accountancy’, and 
Mrs Noyes; and Mr Arthur E. Webb, Editor of ‘The 
Accountant’, 


December 10th, 1960 


THE 
ACCOUNTANT 


753 


STUDENTS URGED TO WIDEN STUDIES 


Accountancy students were urged not to confine their 
studies only to professional subjects but to read as 
widely as possible in order to develop qualities essential 
in the field of human relations, by Sir David 
Watherston, K.B.E., C.M.G., formerly chief secretary, 
Federation of Malaya, and now director of personnel 
of Tube Investments Ltd, at the annual dinner on 
December 2nd of The Birmingham Chartered Ac- 
countant Students’ Society. The Society's President, 
Mr K. J. Milligan, M.A., F.C.A., was in the chair, and 
there was a record attendance of over 400 members 
and guests. 


Different World 


Sir David, who was proposing the toast of “The 
Institute of Chartered Accountants in England and 
- Wales’, said that when the first Royal Charter was 
granted, eighty years ago, it was in an entirely different 
world. There were no motor-cars, no aeroplanes, no 
wireless or television, and even electric light was still 
a rarity. In the office there were no telephones — the 
first exchange in London had been established only 
a year earlier, with seven or eight subscribers — and 
even typewriters were a novelty, and pretty inefficient. 
‘The astonishing rapidity of development which has 
taken place since then, and is still going on, makes it 
necessary for constant vigilance to be exercised by those 
who control the policies of public bodies and similar 
organizations,’ Sir David continued. 

‘It is essential that such policies, and the general outlook 

of such bodies, should keep pace with swiftly changing 
circumstances. We in this country can flatter ourselves in 
that, over the years, we have been reasonably successful in 
maintaining old forms and traditions, but at the same time 
adapting them to the spirit of the times in which we live. 
The Institute ~ which I would prefer to call eighty years 
young rather than eighty years old — has shown itself very 
much alive to the requirements of our increasingly complex 
way of life. 
* "To those who, like myself, are outside your organization, 
there is ample evidence of the steadily increasing demand 
for chartered accountants in industry and commerce, in 
national and local government and in many other walks 
of life. It is recognized that men and women who have 
successfully undertaken the training laid down by the 
Institute not only have a background of professional 
competence but possess many other qualitis as well.’ 


Of Paramount Importance 


Sir David said it was most desirable that students 
should not confine their studies solely to the require- 
ments of the particular examination for which they 
were sitting, but to read as widely as possible and 
‘learn to think for themselves. This was of paramount 
importance in safeguarding against the possible danger 
of a narrow professionalism, and was essential to the 
development of the whole man. 

‘What I have been, and still am, greatly concerned with 
is something which is of great value in your profession and 
which is an essential part of the development of the whole 
man dus that is the proper handling of human relations," 

e said. R 

The handling of human relationships involved the 

understanding of the other man’s point of view and of 


The Birmingham Chartered Accountant Student? Annual Dinner 


his feelings. It could be achieved only by a feeling of 
mutual trust, and such a feeling could not be main- 
tained by anything less than the highest standards. 

Referring to the Colonial Service in Malaya, Sir 
David continued: | 

‘One of the objects we were out to achieve was to leave 
behind us men and women who, when they undertook these 
greater responsibilities for which we had been preparing 
them, would respect the same principles as their pre- 
decessors and would maintain the same high standards of 
integrity and professional conduct. That is one of the finest 
legacies that the colonial regime could leave behind.’ 

From that, he added, it would be gathered that he 
did not agree with those critics who regarded colonial- 
ism as a dirty word. It was most important, he said, 
that men and women now taking office in the countries 
that were acquiring their independence should gain 
their professional qualifications in this country. 

‘I feel confident that the Institute will continue to give 
whatever help it can to such men and women,’ he went on. 
‘It is of vital importance that standards should be main- 
tained, and the dangerously slippery slope of lowering 
them should be avoided at all costs.’ 

Replying, Mr A. D. Walker, F.c.a., a member of the 
Council of the Institute, said he did not know why 
he should be chosen to deputize for the President, 
unless it was that he was one of the last surviving 
auditors of a horse tram undertaking in the country. 

He added, amid laughter: ‘Our horse tram under- 
taking in Douglas contributes to the rates consider- 
ably more than is lost to the rates by the motor buses 
of your Transport Department in Birmingham.’ 


Examination Chances 


Mr Walker urged students not to be discouraged 
by the low percentage of passes in the published 
examination lists. 

The chances of getting through at the first attempt are 
two out of three,’ he said. ‘Our low percentage of passes 
is caused entirely by the hard core of hardy annuals who 
come up year after year. We had one stalwart who got 
through his Final examination at the twentieth attempt. 
It was rather a pity he got through, because he was a 
regular-source of income.’ (Laughter.) 

He also advised students not to be in too much of a 
‘hurry to rush after the ‘glittering prizes’ offered by 
commerce and industry. ‘When you have got the 
burden of examinations off your back is the time when 
you will begin to learn something,’ he said. 

‘Three or four years in an accountant’s office before 
dashing off to commerce and industry will be of great 
benefit to you. Moreover, it will enable you to enter these 
fields at a much higher grade.’ 

The toast of ‘The Birmingham Chartered Account- 
ant Students’ Society’ was proposed by Mr L. G. T. 
Farmer, F.C.A., and in reply Mr J. S. Dain, Honorary 
Secretary of the Society outlined the Society’s 
activities in the professional and recreational fields. 

• Мг M. W. Smith, a member of the Society's 
Committee, proposed ‘Our Guests’, for whom Mr F. 
. Stephenson, F.1.M.T.A., City Treasurer, responded, and 
Mr R. A. Jones, also a committee member, proposed 
the toast of "The President’, and Mr Milligan replied. 
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Notes and Notices 


PROFESSIONAL NOTICES 
Messrs BuckrLEY, Нал, Devin & Co, Chartered 
Accountants, of National Provincial Chambers, Silver 
Street, Hull, announce that Mr J. B. GASKILL, B.COM., 
A.C.A., has been admitted into partnership as from 
November rst, 1960. : 

Messrs PANNELL, CREWDSON & Harpy, Chartered 
Accountants, announce that Mr TERENCE ARTHUR 
GRENVILLE DENDY, A.C.A., who for many years has 
been with the firm in London and other offices 
abroad, is now the resident partner in Freetown, 
Sierra Leone. 

The partnership between Mr ANDREW BLACKWOOD, 
С.А., and Mr W. ALWYN Lawson, Е.С.А., practising 
under the title of Јозевн Carr McCracken & Co, at 
26 Mosley Street, Newcastle upon Tyne, 1, has been 
dissolved. The practice will be continued under the 
same name and at the same address by Mr ANDREW 
BLACKWOOD, C.A., and Mr C. RUSSELL ATKINSON, F.C.A., 
in partnership. 


. Appointments 

Mr J. L. Turner, F.C.A., has been appointed to the 
board of G. S. Hall Ltd, and its associate companies, 
Autohall (Car Hire) Ltd, and Broadway Motors, of 
Hounslow. 

Mr J. S. Gilks, F.c.A., has been elected to the boards 

of Cossor Communications Co Ltd, Lea Bridge 
Cabinet Works Ltd and Best Products Ltd. 
: Mr James Edwin Dolby, B.A., F.C.A., general manager 
of the Northampton 'l'own and County Building 
Society, has been appointed to the board of the 
Society. 

Mr I. C. Coombs, Е.С.А., F.C.W.A., has been ap- 
pointed controller of the Seager, Evans group of 
companies. 

Mr E. L. Taylor, F.c.a., has been appointed director 
and chairman of Western Welsh Omnibus Co Ltd. 

Mr K. C. Rodley, a.c.a., at present accountant and 
secretary of the Sarawak Electricity Supply Co Ltd, 
has been appointed secretary of the Singapore Harbour 
Board as from January 1st, 1961. 

Mr Hugo N. Money-Coutts, a.c.a., has been 
appointed a director of the Electronic Trust Ltd. 


IN PARLIAMENT 
Truck Acts: Committee 

Mr PrenTIce asked the Minister of Labour when he 
expects to receive the report of the Committee which 
is inquiring into the operation of the Truck Acts. 

Mr Hare: The Committee has finished taking 
evidence and is now considering its recommendations. 
I am sure it will report as soon as possible. 

Hansard, Nov. 28th, 1960. Written Answers. Col. 9. 
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Capital Gains: Tax 


Mr Grimonp asked the Chancellor of the Exchequer 
if he will give an estimate of the cost of administration 
and the yield, over any recent period, of a capital 
gains tax on either stocks and shares or land values, 
or both, at any given rate. 

Mr Setwyn Іл.0үр: Such an exercise would involve 
so many assumptions as to the date of introduction, 
scope and other features of the hypothetical tax, and 
therefore would involve so many complicated calcula- 
tions that I am not prepared to undertake it. 

Mr Свімомр: Are we to understand that no study 
of possible sources of taxation such as the taxing of 
land values is being made? Many people are extremely 
concerned that such a heavy weight of taxation falls 
through income tax on earnings and that other forms 
of gain apparently go entirely untaxed. Is it not time 
that there was at least a study made of these matters? 

Mr Lrovp: There have been studies of the capital 
gains tax, and evidence was given before the Radcliffe 
Commission on the Taxation of Profits and Income 
which, according to the calculations, indicated that 
the amount to be gained from a tax on capital gains 
was not very much. 

Hansard, Nov. 29th, 1960. Oral Answers. Col. 183. 


Company Dividends: Payments to United 
States 


Mr Lipton asked the Chancellor of the Exchequer 
how much in dollars was transferred to the United 
States of America during each of the past five years 
by way of dividends to United States shareholders in 
British companies. 

Mr Setwyn Ілоүр: Payments of interest and 
dividends in respect of United States direct investment 
shareholdings in British companies — excluding oil and 
insurance — are estimated at 93 million dollars in 1958 
and 104 million dollars in 1959. Figures on a com- 
parable basis for earlier years are not available. These 
figures exclude portfolio investment by United States 
investors. 

Mr C. Оѕвовме: What amount of American dividend 
is paid to British shareholders? Is it not a fact that 
more money comes from America to British share- 
holders than British dividends go to America? 

Mr Ілоүр: It is difficult to arrive at precise figures, 
but the figures on a strictly comparable basis in 
relation to the Question asked by the hon. Member 
for Brixton (Mr Lipton) are 17 million dollars in 1958 
and 20 million dollars in 1959. These figures did not 
include the portfolio investment, which is very much 
larger in our case than it is for Americans in our 
country. 






Telephone: Victoria 2002 (3 lines) | 


REVALUATION OF ASSETS | 
WORKS, FACTORIES, PLANT & MACHINERY, Etc. | 


December 10th, 1960 


Mr Jay: Why did the Chancellor exclude oil and 
insurance from the original figures? 

Mr Luoyn: Because of the way in which the figures 
.in relation to those two are computed. 

Hansard, Nov. 29th, 1960. Oral Answers. Col. 180. 


INSTITUTE OF COST AND WORKS 
ACCOUNTANTS 


President’s Luncheon 


The President of The Institute of Cost and Works 
Accountants, Mr W. S. Risk, B.coM., C.A., F.C.W.A., 
gave a luncheon party on Thursday at 63 Portland 
Place, London, Wx. His guests were: 

„Мт W. С. Agnew, c.v.o. (Clerk of the Privy Council); 
Sir Frank Bower, C.B.E., м.А.; Mr Maurice Green, M.B.E., 
T.D., M.A. (Assistant Editor, ‘The Times’); Sir Joseph 
Latham, C.B.E., F.c.A. (Director, A.E.I. Ltd); Colonel E. R. 
Mayer, T.D., D.L. (President, National Union of Manu- 
facturers); Lord Ritchie of Dundee (Chairman, The Stock 
Exchange Council); Mr J. B. Charles, F.c.a., C.A.(S.A.), 
F.C.W.A.; Mr W. Coutts Donald, c.a., F.c.w.a.; Mr D. E. 
Edmonds, F.c.w.a.; and Mr W. L. Spalding, B.sc.(ECON.), 

-С.А., F.C. W.A., F.C.L.S. (members of the Council of the Institute); 
Mr Derek du Pré (Secretary of the Institute). 


THE ASSOCIATION OF CERTIFIED AND 
CORPORATE ACCOUNTANTS 
Manchester and District Society 


The annual dinner and dance of the Manchester and 
District Society of The Association of Certified and 
Corporate Accountants was held at The Midland 
Hotel, Manchester, on November 3oth. 

The President of the Society, Mr C. V. Jarvis, J.P., 
F.A.C.C.A., and Mrs Jarvis, accompanied by the 
President of the Association, Mr J. E. Harris, в.сом., 
F.A.C.C.A., received members and their guests, including 
Mr T. Hedley Bell, B.A., F.c.4., President, Manchester 
Society of Chartered Accountants, and Mrs Bell; 
Mr C. Е. Carroll, B.com., r.c.rs., Chairman, Man- 
chester and District, Chartered Institute of Secretaries, 
and Mrs Carroll; Mr Н. R. Page, M.A.(ADMIN.), 
F.LM.T.A., City Treasurer of Manchester, and Mrs 
Page; and Mr R. Thomas, M.A., President, Man- 
chester Chamber of Trade, and Mrs Thomas. 

The toast of ‘The City and Trade of Manchester’ 
was proposed by the President of the Association, and 
Alderman J. E. Fitzsimons, J.P., responded. The toast 
of "Гће Ladies’ was proposed by the President of the 
District Society. 


HULL STUDENTS' SOCIETY'S DINNER 


The sixtieth anniversary dinner of The Chartered 
Accountants’ Students’ Society of Kingston upon Hull 
was held at Hammond’s Restaurant, Hull, on December 
and. The President of the Society, Mr Norman S. 
Staveley, Е.С.А., presided, and among the guests 
present were Mr W. E. Parker, C.B.E., F.C.A., a member 
r of the Council of the Institute; Mr C. M. Strachan, 
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O.B.E., F.C.A., a member of the Council of the Institute 
and a past President of the Society; Mr R. H. R. 
Marshall, F.c.a., President, The Hull East Yorkshire 
and Lincolnshire Society of Chartered Accountants; 
and Mr L. M. Raper, President, Hull Junior Chamber 
of Commerce. 

The toast of the Students’ Society was proposed by 
Mr Parker, who regretted that he was unable at the 
present time to make any statement on the new facilities 
for students intending to join the profession which the 
Committee on Education and Training for the Pro- 
fession, under his chairmanship, was considering. 
Mr Staveley, who with Mr Strachan, responded to the 
toast, said that Mr Parker’s remarks were like those 
of the Chancellor of the Exchequer before Budget 
day, but they hoped for details in the near future. 
The toast of “The Guests’ was proposed by Mr N. D. 
W. Tickler, a student member of the Society, and Mr 
С. Tattersall-Walker, ғ.С.А., lecturer to the Society, 
responded. 


R.A.P.C. NEEDS QUALIFIED 
ACCOUNTANTS 


The War Office is anxious to attract young qualified 
accountants into the Royal Army Pay Corps, par- 
ticularly those willing to take permanent regular 
commissions with a view to making the Army their 
career, although vacancies will always exist for those 
wishing to take Short Service Commissions. 

The qualified accountant who is accepted for a 
regular commission may be granted an ante date in 
respect of both time spent in service under articles and 
time spent in gaining approved accountancy experience 
after qualifying. Pay scales have recently been revised 
and the following are examples of annual rates: 


Second Lieutenant i .. £530 p.a. 
Lieutenant .. £620 ~ £730 p.a. 
Captain .. s £840 — £1,020 p.a. 
Major .. Я £1,240 — £1,530 p.a. 


In addition to other allowances, marriage allowance 
is payable at the rate of £455 per annum for majors 
and £410 per annum for captains and below. 

In the modern Army a regular commission in the 
Royal Army Pay Corps opens up a worth-while 
career to the young professional man. 


THE INSTITUTE OF ACTUARIES’ 
· YEAR-BOOK 


The 1960—61 Year-book of The Institute of Actuaries, 
now published, shows that membership of the Institute 
on July 31st, 1960, totalled 2,248, an analysis of which 
shows that 994 were fellows, 387 associates and 
867 students. Of the fellows, 439 were with British 
assurance offices, 47 in consulting practice, 43 in 
industry and commerce, and зі in Government 
service; of the remaining 434, 272 were employed 
overseas — the majority with Dominion and foreign 
assurance companies and in Government service. 


MOTOR — FIRE——CONSEQUENTIAL LOSS 


MOTOR UNION 
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THE CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY OF LONDON 


The following meetings of the London Students’ 
Society will be held during next week: 

Monday, 6.30 for 7 p.m., at Grosvenor House, Park 
Lane, Wi: Annual dinner. 

Wednesday, 2 р.т., at Southend: Afternoon course оп 
‘Branch accounts’, and ‘Executorship – the distribu- 
tion of the estate’, by Mr V. S. Hockley, B.COM., C.A., 
A.A.C.C.A. 

Thursday, 7.1 5 p.m., at Reading: Lecture on ‘Executor- 
Ship', by Mr K. S. Carmichael, A.C.A. 

Friday, II p.m., at the Royal Festival Hall: Christmas 

ance, 

Saturday, Skittles match: 59 Club, Kingsway Club and 
The Taverners. 

Golfing Society 
The Chartered Accountant Students’ Society of 
London Golfing Society held a match on November 
23rd, at Denham Golf Club, against the University 
College Hospital Golfing Society. 

‘The match was held in the afternoon and fortunately 
the rain held off. Some fine golf was played even though 
the course was rather wet. 

Result (Students’ Society names first): 

А. Hawthorn beat B. Whitaker, 2 and 1, 

R. Stocks beat P. McCormak, 2 and 1. 

V. Headley Lewis beat J. Erkine, 3 and 2. 

J. Dennitt beat К. West, 4 and з. 

C. Moodie beat D. Hems, 6 and s. 

А, Foster beat S. Saunders, 7 and 6. 

Total: Students’ Society 6; Hospital o. 

The Students’ Society Golfing Society ties are now 
available, priced at 12s 6d, from the secretary of the 
Society, Mr Leon R. Nahon, 24 Lyndale Avenue, 
London, NW2. 


THE INSTITUTE OF INTERNAL AUDITORS 
Manchester Chapter 


The Manchester Chapter of the Institute of Internal 
Auditors is holding its next meeting on December 
20th, at 7 p.m., in the Chartered Accountants? Hall, 
46 Fountain Street, Manchester, 2, when a selected 
panel will discuss pre-set questions which have been 
submitted by members. The chair will be taken by 
Mr A. D. Compston, President of the Chapter and 
[d Тао auditor of the North Western Electricity 

oard. 

The secretary of the Chapter is Mr R. S. Rossiter, 
divisional internal auditor, Shell-Mex & B.P. Ltd, 
Shell B.P. House, 7 Oxford Road, Manchester, 1. 


LOSS OF PROFITS INSURANCE 
'The annual Morgan Owen Medal Competition of the 
Chartered Insurance Institute was won this year by 
home fire superin- 


Mr Н. J. Watts, B.COM., F.c.1.1., 
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tendent of the Norwich Union Fire Insurance Co, 
with a paper entitled ‘Loss of profits insurance in the 
post-war years’. Copies of the paper, which extends to 
thirty-six octavo pages, are available in booklet Фото, 
from the Secretary of the Chartered Insurance Insti- 
tute, The Hali, 20 Aldermanbury, London, EC2, 
price 2s net. 


INDEX OF TAX CASES 


The Income Tax Payers’ Society has now issued a 1960 
supplement to its Index and Digest of Tax Cases. The 
Supplement covers cases decided in the Courts during 
the year ended July 31st, 1960, and is for circulation 
only to members of the Society. The Society’s address 
is Abbey House, 2 Victoria Street, London, SW. 


FACTS ABOUT BRITAIN'S ECONOMY 
Information on the United Kingdom's balance of 


- payments, standard of living and social services are 


included in a revised edition of Fifty Facts about 
Britain's Economy, published by the Central Office of __ 
Information, price 6d net. Designed in a form for quick 
reference, the booklet contains the latest changes and 
trends and the figures have been revised up to August 
of this year. 


EXPORT RECORD FOR OFFICE 
EQUIPMENT 


Britain's office equipment. industry has set up its 
fifteenth consecutive annual export record with a 
sixth of the year still to come. Shipments during the 
first ten months of this year amount to £29-55 million 
compared with £29.53 million in the whole of 1959, 
the Office Appliance and Business Equipment Trades 
Association announce. Notable increases were in the 
exports of typewriters, £3-45 million compared with 
£3-22 million in the full twelve months of 1959; . 
accounting machinery £6-3 million (£6.1 million) 
and duplicators, £2-66 million (£2.62 million). 

Leading customers were Australia, £3.17 million 
as against £3-1 million in the first ten months of last 
year; South Africa, £2-48 million (£1-53 million); and 
U.S.A., £1-89 million (£1-5 million). Exports to 
Italy rose to £736,720 as against only £292,768 in 
the same period of 1959. 


COST ACCOUNTANTS’ PRIZES 


In the note in last week's issue accompanying the 
photograph of three prizewinners in this year's 
examinations of The Institute of Cost and Works 
Accountants, it is regretted that the qualifications 
following the name of Mr H. H. E. Beck, ACA 
F.C.W.A., were inadvertently omitted. 
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Furore Over Foreign Bids 


years – culminating in the bid made by the Ford Motor 

Company of America for the minority interest in its 
British subsidiary – have caused disquiet in many quarters. The 
increased frequency of these deals has led to the feeling that 
American interests are poised to take over important sections of 
British industry. Sometimes these bids have amounted to a 
complete take-over like the Texas Company's offer for the 
Trinidad Oil Company; the offer by Reynolds Metal (in con- 
junction with Tube Investments) for British Aluminium; the bid 
by the Swiss Nestlé Company, for Crosse & Blackwell, or the 
bid by the Canadian company, Massey-Ferguson, for F. Perkins 
Limited; at other times they have taken the form of a repatriation 
of the minority holdings in American-controlled subsidiaries 
established in this country as with the bid for shares in British 
Timken, IBM United Kingdom, and Fords by their respective 
parent companies in the United States. 

One important principle must, however, be proclaimed at the 
outset — important, that is, for a country that prospers from the 
free flow of capital. Impediments ought not to be placed in the 
path of foreign investment in Britain through prejudice, envy or 
an outbreak of xenophobia. There has been a healthy movement 
of capital both ways across the Atlantic since the war and any 
discriminatory legislation imposed here might bave invited 
retaliation against substantial British investment in the United 
States (including Bowaters, Courtaulds, Shell Oil and Unilever). 
So far as the strength of sterling allows, a two-way flow of inter- 
national investment should be encouraged, not frowned upon. 

Nevertheless, the Government has certain means at its disposal 
whereby Treasury consent can be refused if the bid is not con- 
sidered to be ‘in the national interest’. Under the Exchange 
Control Act, 1947, Section 9, "Treasury permission is required 
for the transfer of securities by United Kingdom residents to 
persons resident outside the sterling area and to any action 
whereby a company controlled by United Kingdom residents 
passes out of such control. So far, these powers have not been 
invoked against a foreign bid, but in a statement about the offer 
for Ford shares, the CHANCELLOR OF THE EXCHEQUER made it 
clear that 

"There may well be cases where proposals may seem attractive 
from a commercial point of view, but where nevertheless it may 
be necessary to refuse consent to transfer of control for reasons of 
national security or the significance of a particular firm or industry 
to our и life.’ 


l Te issues raised by a whole series of foreign bids in recent 
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Furthermore, the Treasury stands by its ruling 
that cash bids only are acceptable from abroad. 
Last August, National Dairy Products of America 
made a bid for the equity of the Typhoo Tea 
Company which, after being accepted in principle 
by the directors, foundered on the terms, ie. 
40 per cent in cash and the rest in National Dairy 
Products shares. In the case of another foreign 
bid, that made by the U.S. Timken Roller 
Bearing Company, for British Timken Limited, 
the directors stated that they would have pre- 
ferred to exchange Timken Roller Bearing shares 
for British Timken shares, but Treasury per- 
mission was not forthcoming for such a trans- 
action. : 

The Treasury’s insistence on wholly cash bids 
relies on the argument that while the general 
ban on purchases by United Kingdom residents 
of foreign securities at the official rate of ex- 
change remains in force, it would be somewhat 
anomalous to permit some people to gain posses- 
sion of such securities at the official rates just 
because they happened to own certain shares in 
a British company which were coveted by a 
foreign bidder. There may have been some sub- 
stance in this argument when dollar securities 
stood at a premium on the London market, but 
for several years now there has been no premium 
to speak of. The present ruling means that the 
official exchange reserves receive the full benefit 
of the transfer; British shareholders being paid 
out in the sterling equivalent. Consequently, 
there is much to be said for a relaxation of this 
rigid ruling. Foreign bids might not appear so 
objectionable if British residents were allowed 
to hold American shares in private (and trace- 
able) hands as a result of a share exchange offer, 
especially as the reverse situation is condoned, 
viz. the Royal Dutch-Shell Company’s share 
offer for the Canadian Eagle Oil Company (a 
dollar concern) in April 1959. 

Although the Government might be justified 
in withholding consent to a transaction because 
it considered the bid price to be inadequate, the 
precise terms of the offer are primarily a matter 
for the shareholders of the company concerned. 
It is for them to decide whether or not to accept 
the bid price, and sometimes this gives rise to 


differences of opinion. Thus the cash bid оѓ 


835 94 made by Timken Roller Bearing for the 
minority holding in British Timken Limited 
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(compared with the then market price of 70s 6d) 
was not considered attractive enough by some 
institutional investors. In their view, the offer 


was too low for really long-term holders. TimkeMill 


Roller Bearing, however, quickly gained control 
of about 85 per cent of the British Timken equity 
and after extending the date for acceptances, 
announced that if enough assents were not secured 
they might force British Timken into liquida- 
tion — a course of action well within their power 
by virtue of their holding more than 75 per cent 
of the equity. Faced with this prospect, the 
institutional investors finally assented to the bid, 
stating that the existence of a small group of 
minority shareholders opposed to liquidation 
would not only create difficulties for the liqui- 
dator but would prove damaging to the best 
interests of the business and staff alike. So, even 
with a foreign bid the minority shareholders’ lot 
can be most unrewarding. 

At first glance, it seems difficult to understand 
why a foreign company is so ready to pay a high 
price for the minority interest in a British com- 
pany which it already controls and in which it 
intends to preserve the existing British manage- 
ment and staff. As with the recent bid by the 
Ford Motor Company of the United States, and 
previous bids by Timken Roller Bearing and 
IBM World Trade Corporation of New York, 
the answer seems to be greater operational 
flexibility. Perhaps recent developments in the 
European trading area – the establishment of the 
Common Market and the European Free Trade 
Association – have shown that it is difficult to 
reconcile the just interests of minority share- 


nesses concerned with a world-wide organiza- 
tion. It is a hard choice to make, for most of 
these corporations are only too well aware (from 
experience in Canada, Australia and Germany) 
that local investors relish the opportunity of 
having a stake in the equity of prosperous foreign 
corporations. 


Foreign investment in this country may be 4 


divided into three types: 


(а) direct investment, which consists of the physical 
establishment of plants in this country; 

(5) the complete or partial acquisition of existing 
United Kingdom concerns; 

(c) ‘portfolio’ investment in British securities. 


г According to United States Government esti- 


— 


_A 


- holders with the necessity to integrate the busi- ` 
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mates, the book value of direct private invest- 
ment by United States companies in the United 
Kingdom amounted to £884 million at the end 
“of 1959. Against that, unofficial estimates of 
United Kingdom direct investment in the United 
States suggest that the total is in the tegon of 
£700 million. 

Some of the gaps in this surprisingly un- 
charted sea should be filled in by the regular 
inquiry initiated by the Board of Trade into 
Britain’s private direct investment overseas and 
corresponding overseas investment in Britain. 
The first results were published in the Board of 
Trade Journal for October 7th, 1960. The inquiry 
covers investment in overseas branches, sub- 
sidiaries and associated companies; it does not 
_cover public investment or portfolio investment – 
or direct investment by oil and insurance com- 
panies (which is being dealt with in a separate 
inquiry). | 

The Board estimates such investment by 
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British firms at £175 million in 1959, compared 
with £145 million in 1958 – the sterling area taking 
the lion’s share. Overseas investment in the 
United Kingdom (mostly from North American 
sources) is put at {117 million in 1959 and 
£87 million in 1958 — but these figures are known 
to understate the true flow since they take no 
account of the purchases of some holdings in 
British companies by overseas companies: if these 
were included, the Board felt that a net inflow of 
new investment might have been recorded in 
1959 for the industries covered. 

Finally, in addressing the Institute of Export 
last October, MR ANTHONY BARBER, the Economic 
Secretary to the Treasury, asserted that ‘if a full 
inventory could now be made of all United 
Kingdom assets and liabilities, I have no doubt 
that we should be seen to be a creditor nation’. 
In spite of recent foreign bids, the overall position 
is evidently much stronger than some gloomy 
prophets would have us believe. 


Reforms in Professional Training 


as from the summer examinations of 1962, 
in the curriculum of The Chartered Institute 
of Secretaries are announced. At present there 
_are three examinations — the Preliminary, the 
Intermediate, with two sections each containing 
three subjects, and the Final, also with six subjects 
similarly divided. Under the new arrangements 
the Preliminary examination will be available only 
for prospective students outside Great Britain. 
Those 'inside' will be required to obtain the 
equivalent qualification which now entitles the 
holder to exemption from that examination. 
Again, the Intermediate examination will com- 
prise one section of four subjects — accounting, 
economic theory, English and the general 
principles of law (English, Scots or Eire) all of 
which must be sat and passed at one sitting. 
, Lastly, the Final examination will be divided into 
three parts which must be taken one at a time and 
in the prescribed numerical sequence. The subject- 
matter lays special stress on the everyday work of 
a company secretary and the papers (three in 
each part) will deal exhaustively with secretarial 
and administrative practice and with accounting, 
taxation, economics and law. Thus a total of 


[а зе changes, to become effective 


thirteen papers, four in the Intermediate and nine 
in the Final examination, will have to be taken as 
compared with the previous aggregate of twelve, 
distributed six and six. Equitable transitional 
provisions for present students will be made and 
the Council points out that the new examinations, 
like the old, will be in no sense competitive, the 
criterion for success being the attainment by each 
examinee of a predetermined objective standard. 
It should take about five years to prepare for and 
pass both, and it is reckoned that the standard of 
the Intermediate examination will be – as far as 
may be judged- comparable to that of the 
Advanced level of the General Certificate of 
Education. The Final examination ~ again, in so 
far as two quite such separate entities can be 
measured together— may be regarded as the 
broad equivalent of a university pass degree. 

If the consent of a very august trio consisting 
of the Lord Chancellor, the Lord Chief Justice 
and the Master of the Rolls is obtained, a wind of 
change will also blow through the Law Society’s 
„present methods of educating and training 
“articled clerks. The Council of the Society con- 
siders that the existing preliminary educational 
requirements for entrance are too low and pro- 
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poses that, as from January 186, 1963, the mini- 
mum standard should be either five passes, two 
at advanced level, or four passes, three at advanced 
level, from a selective list of General Certificate of 
Education subjects. The Council thinks, also, 
that a greater proportion of a clerk's time in 
articles should be spent gaining practical ex- 
perience in his principal's office and hopes to 
promulgate rules to ensure this. Finally, it plans 
to replace the present Intermediate and Final 
examinations by a qualifying examination in two 
parts. In the first of these, emphasis would be 
placed on the basic subjects (all compulsory) of 
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which every solicitor should have knowledge. 
The second part would be designed to test the 
candidate's familiarity with various aspects of th 
law in common practice and would contain à 
number of optional subjects. 

As in the case of The Chartered Institute of 
Secretaries, the Law Society is endeavouring to 
provide its future members with a thoroughly 
realistic training, a reform which has everything 
to commend it so long as the boundaries between 
the various professions are clearly recognized and 
mutually respected. 


Functional Segregation 


in Management Accounting 


by HARRY DUGDALE, A.A.C.C.A., F.C.W.A., A.M.B.I.M. 


HE composite technique of management 

accounting has many facets created by its 

wide-ranging application. These include 
plans for sales, production, profit, cost, capital 
expenditure, and the use of every sector of the 
assets' structure. 

In devising a management accounting scheme, 
recognition must be given the need to demarcate 
specific costs and to provide predetermined 
standards against which to measure actual results, 
in order to detect variations and their causal 
factors. Where possible the scheme must be 
divided so that the performance in each sector 
may be appraised, The behaviour of each type of 
overhead expense must be apprised as a pre- 
condition to budget formulation. Likewise, the 
contribution of each sector of the business to the 
overall planned profit must be determined. 


Objects of Segregation 
Functional segregation is therefore a fundamental 
feature of management accounting. It aids the 
breaking-down of a complete undertaking into a 
number of logical parts, for each of which the 
relevant standards and budgets are then created. 
The introduction of appropriate controls is there- 
by facilitated and areas of responsibility defined 
from the top to lower levels of management. 

Certain features of segregation in a manage- 


ment accounting scheme are well-known. Others, 


no less important, are not so clearly perceived, 
perhaps, by executives other than accountants. 
Included in the latter features are: 


(1) analyses of past results to disclose pre- 
dominant items of cost; 

(2) divisional break-downs of sales and cost-of- 
sales to aid in the analysis of contributions 
to the overall profit; 

(3) the interconnection between budgets for 
sales and cost-of-sales on the one hand, and 
a profit plan on the other; 

(4) expense classification as a means of analys- 


ing the structure of overhead items for a } 


correct prediction of their incidence at 
defined levels of activity; 

(5) definition of achievable areas of control, 
coupled with the knowledge of expense 
types unamenable to managerial action; 

(6) relation of expense to defined executive 
responsibility; 

(7) demarcation of profit earned at the end of 
the manufacturing stage from net profit on 
sales. 


It may be useful to examine these features in 
some detail in order to underline their significance 
in devising and operating a management account- 
ing scheme. Involved methods are not a sine qua 


non in the obtaining of vital cost data. On the, 
contrary, data which have considerable value in 


directing attention to cost factors which, because 
of their incidence, call for sustained control, may 
often be obtained from a preliminary analysis of 
profit and loss accounts. This provides a broad 
view of major cost components, indicating where 
control may give the most effective results, and 
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possibly disclosing avenues of cost reduction. 
Balance sheet analysis may be used to reveal the 
utilization of funds; whether the undertaking is 

ppt financing its current activities; the trend of 
capital expenditure; and the extent of asset 
liquidity. ‘Use of funds’ analyses can be used to 
indicate to management the outcome of finance 
utilization. 


Divisional Segregation 


The object of divisional segregation in a manage- 
ment accounting system is, by budgeting separ- 
ately each division’s planned sales and cost-of- 
sales, to ascertain and control the contribution 
of each to the total planned profit. This form of 
segregation may be carried into the nominal 
ledger structure in order to provide financial 
accounts for each division. In such circumstances, 

~ profit planning should be effected on a divisional 
basis, leading to a more rigorous estimation of 
profit in relation both to the investment in and 
turnover of each division. 

Profit planning, to be effective, should clearly 
recognize its interconnection with the sales and 
cost-of-sales budgets. What should emerge is a 
tripartite plan which, viewed in any of its three 
parts, is seen to be achievable. The creation of 
budgets for sales and cost-of-sales without the 
connecting link of a profit plan, appears to leave 
profit as a residual figure rather than a con- 
sciously planned figure. As such, it may not 
properly represent the profit potential such as 
might emanate from a profit plan. The latter 
examines the asset structure of a business; 
assesses an effective return thereon, after con- 
sidering the prospects of earning such a return 
on (a) anticipated sales, and (5) the most effective 
use of assets. 

Each sector of the assets must make its greatest 
possible contribution to the overall profit, and 
policy ~ under a profit plan – must be directed 
to this end. To reiterate a point, the profit plan 
should be tested by integration with the budgets 
for sales and cost-of-sales. If it should then be 
apparent or appear likely that any of the three 
plans will fail, then one or more of them will call 
for amendment. 

Segregation may also be applied in the field of 
overhead expenditure. In this connection, an 
initial objective is to define the nature of each 
expense — whether constant or variable — and 
thus to predict its amenability to control. A 
fundamental factor to be determined in regard to 
variable overhead items is the cause of variation 
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similarly in the consideration of semi-variable 
overhead. From a variety of basic causes one or 
more may constitute the key factor of variability 
in a specific expense. It is important to elicit 
these prior to formulating the budgets for variable 
and semi-variable overhead, otherwise the setting 
of flexible budgets may be seriously impaired and 
the ability fully to explain adverse variances 
weakened. Segregation in this field thus enables 
management more readily to discern controllable 
variances, 


Responsibility Budgeting 


Responsibility budgeting is a further example of 
segregation which has been increasingly recog- 
nized as a means of intensifying control in recent 
years. It has been appreciated that, to accept an 
increase in expense without rigorous investigation 
of its cause is the negation of control. Expense 
control by means of responsibility budgeting 
defines specific items of expenditure as control- 
lable by named executives. But this is not all. 
Such named executives, having agreed that the 
specified expenses are in fact under their control, 
are allowed to participate in the formulation of 
the relevant budgets. Such action, in addition to 
using the technical knowledge of the executives, 
directs their attention to the need for economy 
and stresses the part played by budgetary control 
in the achievement of a profit plan. Executives 
know the expense items for which they are 
responsible, their likely reaction to activity 
variations, and the appropriate remedial steps to 
be taken when necessary. 

Segregating manufacturing profit from the 
final net profit in the profit and loss account is 
done for at least two reasons. First, there should 
be this means of enabling the actual profit earned 
to the 'end of the manufacturing stage to be 
compared with the standard profit. The second 
objective is to reveal the liquidation of manu- 
facturing profit caused by marketing expense, 
and to compare its extent with the budgeted 
allowance for the sales activity achieved in the 
accounting period. Expense control in the field 
of marketing overhead is thus facilitated. 

It is therefore apparent that the principle of 
segregation in management accounting — of which 
the foregoing review is by no means complete — 
is an important feature of the technique. It 
intensifies perception of a large number of 
expense items enabling timely and effective 
contro] to be more readily instituted, thus 
facilitating the attainment of the planned 


at differing levels of output—a factor arising objective. 
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Long-term Growth of Investments 


by PETER BAILY 


NE thing has been proved beyond a 

|peradventure by the extensive literature 

in which our forefathers set down their 
views on what their future — and our present — 
would be like; that is that the future is incalcul- 
able. Despite this, a calculated risk is better than 
a leap in the dark; and decisions whose conse- 
quences reach far into the future are likelier to 
end up with the desired effect if facts are collected 
and figures are extrapolated first. Some of the 
figures produced by these salutary exercises can 
be very surprising. Some results concerning the 
long-term growth of investments which an indust- 
rial group recently obtained while reconsidering 
its pension arrangements, certainly surprised the 
executives concerned and may be of general 
interest. 

Two companies in this group operate non- 
contributory pension schemes for works ет-' 
ployees. Both schemes are run to the same plan, 
although one scheme has been running a good 
deal longer than the other. Under this plan the 
company concerned hands over annually to 
trustees, a fixed proportion of profits which the 
trustees proceed to invest. Book values of invest- 
ments are adjusted once a year to current market 
values, and all income is reinvested. Through a 
system of trust units, members have claims on 
the capital. New trust units, corresponding in 
total value to the amount handed over by the 
company, are allotted annually to members in 
proportion to their earnings. On death or retire- 
ment of a member his units are cancelled and a 
benefit is paid out of capital. (In practice, pay- 
ments are made out of income, that is from funds 
waiting to be invested, instead of by selling 
holdings to realize funds already invested; but 
this does not affect the principle since all income 
is capitalized.) 

Clearly, there are two things that control the 
growth of a pension fund set up in this way; one 
is how much money the company puts in annually, 
which depends on profits; and the other is how 
fast the money grows once it has been put in. 
Nearly all the investments are in industrial 
ordinaries which, of course, have appreciated 
heavily over recent years. But the trust units have 
appreciated faster than the standard market • 
indicators such as The Financial Times index of 
Industrial Ordinaries. 


High-growth Rates 

In fact, units in one of the trusts have appre- 
ciated from 105 to 455 3d in thirteen years. Units 
in the other have gone from 105 to 215 3d in five 
years; this means that a member who five years 
ago was allotted one hundred units, then worth 
£50, would if he retired this year draw {106 5s 
against his original allotment, in addition to 
whatever units he had been allotted subsequently. 
The scheme is obviously not designed to pro- 
duce pensions of any particular foreseeable size; 
it is a kind of deferred profit-sharing scheme, 
with built-in hedges against inflation. But when 
it began to pay off with pensions comparable to - 
those provided by a very different and somewhat 
more conventional staff pension scheme and at 
much lower cost to the company, it became 
highly desirable to make some sort of estimate 
of the kind of benefits the scheme would be 
producing in, say, thirty years time. To start 
with, the case of a f1,000-a-year man in the 
second trust was considered. 

It was at first assumed, incorrectly, that if 
such a man had accumulated a credit of £328 in 
the first five years, he would accumulate six times 
as much, that is £1,968, in a period six times as 
long. But this is to confuse simple with compound 
interest. The actual benefit may well be much 
higher. 

The company would have allotted to this 
man units worth, at the time of allotment, £50, 
£37 15 3d, £28 85 4d, £22 16s 4d, and £30 16s 3d 
in the five years this trust had operated. The 
average paid in on his behalf is thus £33 8s a 
year. The average rate of growth, which raised 
unit value from 105 to 21s 3d in five years, is 
16} per cent per annum. If it is assumed that both 
factors stay the same over thirty years, the 
eventual benefit is easy enough to calculate. It 
is the same as you would get if you invested 
£33 8s a year for thirty years at 16} per cent, 
reinvesting all revenue. It comes to the staggering 
sum of £17,000. 


Long-term Rates 


Well, it did not seem likely that a growth rate 
of 161 per cent could be maintained for long; it 
must be due to favourable conditions in the stock 
market, which could hardly last for ever. And in 
fact the other trust, which had been going three 
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times as long, provides evidence for this view. 
Although in recent years the unit had grown 
almost as fast, it originally got off to a shaky start 
and its average growth over the thirteen years can 


Mbe obtained by extracting the thirteenth root of 


the ratio of present value — 45s 3d — and original 
value — xos. It turns out to be 123 per cent per 
annum. Taking the same annual premium of 
£33 8s, this rate would yield after thirty years 
an eventual benefit of £9,000; but, in fact, in this 
trust the average annual contribution for a 
£1,000-a~year man had been considerably higher. 
The best approach seemed to be to work out 
benefits for a whole range of growth and contribu- 
tion rates. The figures are set forth in the accom- 
panying table. 

Will growth rates on this scale in fact hold good 
for a thirty-year stretch? The Financial Times 
index of Industrial Ordinaries stood at about 
340 at its ‘high’ this year. In the twenty years 
since 1940 it had therefore increased about 
sevenfold, from 49:4 — an average growth 








AMOUNT TO WHICH ros 
Мосор Grow IN: 





5 yrs 

s d d 
II 4 20 11 
12 9 16 3 43 2 
13 8 18 9 -66 о. 
14 O 19 8 76 o 
14 8 21 6 тој о 
I$ 5 23 8 133 о 
16 І 26 о 175 0 
16 1o 28 5 229 о 
17 7 31 о 300 o 
18 o 32 6 343 о 
21 3 45 о 915 о 

INOTES: 


‘The four right-hand columns of this table are calculated from the formula 
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rate of ro per cent. This index is not a prudent 
selection of growth shares; it is meant merely 
as a market indicator. Furthermore, it takes no 
account of revenue. The Actuaries Investment 
Index, covering a wide range of industrial 
equities, showed an average equity yield of 
4°69 per cent at the end of August last. If a 
capital appreciation of 10 per cent is combined 
with a capitalized income of 5 per cent, the 
growth rates of 124 per cent and 16} per cent 
which have actually been achieved seem reason- 
able enough. 

But if we ignore 1959's bumper figures, one 
trust unit took four years to grow from 10s to 
12s 8d, a rate of only 6 per cent; and the other 
took twelve years to grow from 105 to 27s 11d, a 
rate of 9 per cent per annum. Can higher rates 
than these apply for long periods of time without 
the currency suffering permanent injury? It is 
significant that in 1960, over a period in which 
The Financial Times index fell by 1j per cent, 
the trust unit grew by 8} per cent. 


BENEFIT AFTER ‘THIRTY YEARS IF 
AMOUNT PAID IN EACH YEAR Is: 





30 __ 
а 0) where а is the amount paid in each 


year and b is the annual growth factor. (For a 23 per cent growth-rate, the growth factor would be 1:025.) 


To derive this formula, consider the position after years, The total now comprises п amounts which were all a to 
begin with, but have grown by varying amounts. This year's contribution, a, hasn't grown at all. Last year's, with one 
year's growth, now stands at a times b, or ab. The previous year's contribution now stands at а times b times b, or ab; and 
so on back to the first year's contribution, ab2- 1, Putting S for total: 


X S—a--ab4-ab?-Fab*-- . e. --abn-1 (1) 

Now multiply both sides by b, 

bS-—ab-rab3--ab3--ab*-- . . . +а5а (2) 
Subtract (1) from (2), 
bS—S-—ab—a 
Take out factors: 
(b—1) S=a (bi—1) 
Divide both sides by (b— r), 
5% (2—1) 
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The Organization of a Practising 


Accountant’s Office - II 


by J. PERFECT, F.C.A. 


II. ARRANGEMENTS FOR ENSURING 
GOOD SERVICE TO CLIENTS (contd.) 


' Knowledge and Experience 

N addition to the service of being able to 
I provide staff to undertake work at the time 

it is wanted, clients expect to be able to call 
on an accountant for: advice based on the account- 
ant’s knowledge and experience. A great fund of 
knowledge and experience exists in all accountants’ 
offices, some is of a confidential nature but there 
is a great deal that is not. It is, however, useless 
to have this knowledge and experience unless it 
can be found and used quickly when it is required. 


85. The specialized type of knowledge and experi- 
ence on matters such as taxation is normally easy to 
trace when it is required. Most accountants’ offices 
have partners and staff who specialize in taxation 
and when a point is referred to them, either know 
the answer, or where to find it. It is not so easy to 
organize the more general type of knowledge and 
experience in such a way that it can be found when 
wanted. To do so is not only of benefit to clients, 
but also the firm. Once a particular type of problem 
has already been thrashed out and resolved, there is 
no need to spend time and energy doing so all over 
again the next time a similar problem occurs, Further- 
more, if decisions already made can be made readily 
available, there is less risk of the firm making two 
different decisions on the same type of problem. 


Manuals 
86. The most comprehensive method of codifying 
and making available the knowledge and experience 
of the firm is to prepare a manual setting out the 
principles and procedures which the firm consider 
should be adopted. 


87. The manual should, it is suggested, be divided 
into sections dealing with: 
(a) General administrative arrangements in the firm. 
(6) Auditing procedures. 
(c) Form and contents of accounts of companies 
and matters relating thereto. 
(d) Consolidated accounts. 
e) Audit reports. 
f) Investigations. 
(g) Executors, administrators and trustees. 
(A) Liquidators, receiverships and deeds of arrange- 
ment. X 
The second part of a paper presented at the Summer Course 


of The Institute of Chartered Accountants in England and 
Wales at Oxford on September 17th, 1960. 


(i) Registration work. 
(7) Prospectuses. 
(А) Share valuations. 


88. A manual requires a lot of work and expense 
both in its initial preparation and in subsequent 
revision. It has, however, an advantage over a text- 
book because it is possible for it to be much more 
emphatic and specific than is appropriate for a text- 
book. Where there are various courses of action 
available it is possible to state them. 


89. It may be considered that the preparation of 


a manual is too great a burden for the firm to under- ~ 


take. In this case, it is at least possible to decide 
upon which textbooks are to be used as a basis for 
the firm’s procedures and to insist that members of 
the staff are familiar with their contents. 


Office Circulars 


go. A further method of disseminating useful 
information is to have an organized system of issuing 
office circulars dealing with such matters, 


Files of Accounts 


91. From time to time the presentation of a par- 
ticular matter in the clients’ draft accounts looks 


clumsy, seems inadequate, or does not quite give а | 


true and fair view. In many cases a similar situation 
has already been met and a satisfactory treatment 
established. It is obviously of benefit both to the 
client and the firm to be able to draw on past experi- 
ence and the solution then reached. It will frequently 
be difficult to be certain of the year in which the 
former case occurred or even to be sure about the 
client’s name. Under these circumstances, it can be 
a laborious and time-consuming exercise turning out 
audit files of likely clients for the years that might be 
involved. 


92. It is, however, a simple matter to have a file of 
accounts for each client kept in the filing department. 
On these files there should be placed a copy of the 
print or of the final typed accounts each year. Unless 


the accounts are unusually bulky, many years’ . 


accounts can normally be put on one file. 


93. When a point arises it is possible by reference 
to the list of jobs already referred to, to list say six 
companies that might have had a similar situation 


* and, sending for their files of accounts, to examine 


the accounts covering a long period of years in a 
matter of minutes. 
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Audit Reports 


94. Where matters have arisen on an audit that 
call for a qualified audit report, it is generally desir- 
able to inform the client at an early date. It is not 
unnatural for the client to ask what the wording of 
the qualification will be, and to make counter- 
suggestions to clarify it and possibly minimize its 
severity. An enormous amount of time, both of the 
client and the firm, can be wasted if the original draft 
is muddled and badly thought out. It is also possible 
that partner A. is dealing with a particular point on 
the affairs of client X. whilst partner B. is dealing 
with a similar point for client Y. Apart from the 
waste of time and effort this involves, it makes it 
possible that the firm may issue simultaneously two 
widely differing qualifications on the same subject. 


95. Co-ordination is clearly desirable both from 
the point of view of the client and of the firm. It is 
desirable to establish either in the manual or by way 
of office circular, the standard form of audit report 
and standard qualifications for various circumstances 
that should normally be used. There will, however, 
be additional points and variations of the standard 
ones which call for special treatment, on which 
reference to past experience can be invaluable. 


g6. A register of qualified audit reports should 
therefore be maintained. This register should con- 
tain two copies of each audit report typed on a 
standard form to be filed as follows: 


(i) Alphabetically under the name of the client. 
(ii) Under the subject-matter of the qualification, 
e.g. fixed assets, stocks, etc. 


It will be found that by this means, previous examples 
can quickly be located. 


97. If the foregoing procedures are adopted, it is 
possible to prepare a draft qualification for submis- 
sion to the client which will deal correctly with the 
particular point in accordance with the established 
view of the firm. All qualified audit reports should be 
approved by two partners to ensure that they are in 
accordance with the firm's standard policy, and to 
ensure that the public will read into them what the 
original draft intended. It is therefore desirable for 
the partner dealing with the audit to discuss the 
proposed qualification with another partner at an 
early stage to ensure that this is so. 


Report Library 


98. Special assignments and investigations gener- 

ally culminate in the submission of a report. Whilst no 
' two investigations are ever similar, а lot of experience 
may be gained which could be useful for future 
occasions. A report library should therefore be main- 
tained containing a copy of all representative reports 
submitted by the firm. This is easily done by having 
one extra carbon copy made of each report. 


99. Reference to these reports by staff currently 
engaged on investigations will frequently give pointers 
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on matters to be investigated. It will also show where 
partners and staff have already dealt with particular 
problems, thus indicating the members of the firm 
with whom discussion might be useful, 


ПІ. ADMINISTRATIVE 
ARRANGEMENTS 


тоо. In the earlier sections of this paper the aspects 
of an accountant's office discussed have been those 
necessary to provide the organization necessary to 
give good service to clients, that is to say, adequate 
premises to house the staff, adequate staff and dis- 
semination and availability of accumulated know- 
ledge and experience. It is now proposed to set out 
the broad outline of the administration required to 
make this organization work, followed by more 
е descriptions of the individual subsections 
ot 1t. 


ror. The main administrative control of an 
accountant's office must rest with the partners. This 
applies to decisions on the firm's policy on technical 
accountancy matters, as well as on general matters 
of internal administration and finance. It is therefore 
necessary for the partners to have meetings where 
these matters can be discussed and decisions made. 
Evén where matters have been delegated to individual 
partners, or committees, there must be opportunities 
for them to submit memoranda and plans for con- 
sideration and approval, and to report on their 
activities. 

Partners' Meetings 

102. Partners' meetings should be held monthly. 
Even in firms with only three or four partners there 
are great advantages in having meetings at which 
they review the work of the firm. It is undesirable, 
and in any case most unlikely that the proceedings 
should be unduly formal. Nevertheless, there should 
be an orderly approach to the matters discussed and 
clear-cut decisions reached, or where this is not 
practicable, the matter should be held over for con- 
sideration at a future meeting. 


103. Minutes of meetings should be kept recording 
the decisions reached and where further action is 
required, the name of the partner responsible and the 
date by which such action is to be taken. The indi- 
vidual minutes should be short and clear. The 
formality of having proposers and seconders is 
unnecessary. 


Agenda for Partners’ Meetings 
104. The agenda for the meeting, together with 
memoranda for discussion and routine returns 
should be circulated in good time before the meeting 
so that partners may have time to consider the 
various matters to be discussed. This should not 
preclude discussion of additional matters which may 


* have occurred subsequently. 


105. A typical agenda for a partners’ meeting 
would consist of; | 


| 
— 
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(а) Brought forward: 
(1) Minutes of previous month’s meeting. 

(ii) Minutes of staff committee meeting (held 

. а few days before the partners’ meeting) 
or report by the partner in charge of staff. 

(iii) Other matters brought forward from pre- 
vious meetings. 

(b) New matters (such as): 

(iv) Draft office circular relating to some 
technical accounting principle for dis- 

* — cussion. 

(v) Memorandum on contracting in or out of 
national insurance scheme. 

(c) Monthly report: 

(vi) Report by partner responsible for a par- 
ticular section of the firm's affairs, e.g. 
office internal administration, taxation de- 
partment, secretarial work, liquidation, 
etc. There should be a report on a different 
section each month so that all sections are 
dealt with once a year. 

(d) Routine matters: 

(vii) Reports from cash and time offices, namely: 

Schedule A - Accounts rendered to 
clients which are outstanding five 
months or more. 

Schedule B – Time balances open where 
the balance sheet is more than twelv 
months old. | 

Schedule С – Bills for audit fees теп- 
dered during previous month showing 
any failure to recover scale rates and 
details of action taken, e.g. obtaining, 
where appropriate, an increase in fee. 

Schedule D – Bills for work other than 
audits rendered during previous month 
where a loss was incurred. 

Schedule E – New work received during 
previous month. 

Schedule F — Idle and non-chargeable 
time. 

(viii) Qualified audit reports decided during 
previous month. 

(ix) List of clients’ balances in clients’ bank 
account. 


Staff Committee 


106. The day-to-day running of the staff on the 
lines already described can best be handled by the 
staff partner and the staff manager. There are, how- 
ever, many other matters related to staff which are 
really matters of policy for discussion by the partners 
as a whole. It is generally more convenient to delegate 
this work to a small committee whose recommenda- 
tions can be submitted to the partners' meeting for 
consideration and approval in the form of staff com- 
mittee minutes. 

107. In the smaller firms such a procedure would 
in many cases be absurdly cumbersome as the partners 
inevitably know all about the staff. Even so, the 
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matters listed for review by the staff committee 
should be examined in a simplified form by the 
partners of small firms at their partners’ meetings to 
ensure that appropriate action is taken where. 
necessary. 

108. It will be seen for example that the staff 
committee review a list of the staff leaving the firm 
together with the reasons they have given for so 
doing. Each case may seem reasonable in isolation, 
but if the list of reasons given constantly shows "To 
better position' it will focus the partners' attention on 
the need for the firm's salary scale to be reconsidered. 

109. The staff committee should meet monthly to 
review the following matters: 


(а) The number of staff on the payroll shown 
under grades with comparative figures for the 
same period the previous year. 

(b) The manager group establishments. 

(c) List of staff recruited since the last committee 
meeting. 

(d) List of staff leaving with details of the reasons 
given for going. 

(e) Reports from managers on new staff after they 
have been with the firm for three months. 
Decision to be made on whether the individuals 
should be retained on the staff or advised to 
seek other employment. 

(f)Particulars of staff required and plans for 
recruitment, 

(g) Proposed increases in remuneration. Salaries 
are best reviewed annually but there are usually 
exceptional cases which require review at 
other times of the year and routine adjustments 
for juniors. 

(А) At the time of the annual review, written 
reports on each member of the staff should be 
obtained from the managers. These reports 
should be on standard forms. In addition the 
staff committee should discuss each report with 
the manager responsible to make sure that each 
man's merits and ability have been fairly dis- 
closed. As a result, the staff committee is able 
to take a balanced view of the relative merits 
of the members of the staff and of the adjust- 
ments in grading and remuneration appropriate 
to each case. 

110. From time to time it will also be necessary 
to reallocate the duties of senior members of the staff, 
Where this arises from retirement at normal retiring 
age there is time to make plans for a successor. For a 
variety of reasons this is not always the case and a 
major reallocation has to be made at comparatively 
short notice. Whatever decision is reached, some 
manager group is bound to suffer. It is best for the 
staff committee to weigh up the relative difficulties 
and the merits of the staff involved. This is more 

e likely to lead to a balanced decision than an inevitably 
biased discussion between the staff partner and the 
partners whose work is mainly concerned. 

III. A staff committee which meets on the lines 
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described gets in a very short time a knowledge of 
the staff position and of the various problems that 
exist. This does not solve the problems in itself, but 
it is a great deal better to have a committee of 
\partners who know what is needed and can take 
steps accordingly, than not knowing at all. 


Routine Matters to be Discussed at 
Partners’ Meetings 


112. It will be noticed that on the typical agenda 
for the partners’ meeting, there are several schedules 
of old debtors and old time accounts, Experience 
shows that the discussion of these at monthly 
partners’ meetings has marked effects on the in- 
dividual partners concerned. After a very short 
time, the number of old time accounts not charged 
out will be found to be substantially reduced. The 
number of slow paying debtors is not wholly in 
partners’ hands but even so the number of these is 
noticeably reduced by the discussion of these lists. 

- The advantageous effect that these courses of action 
have on the firm's requirements of working capital 
are obvious. 

113. It will be seen that another list shows cases 
where a comparison of the time charged at scale 
rates with the fee charged shows a loss. The know- 
ledge that a job will appear on such a list has a 
remarkably stimulating effect on the partner con- 
cerned when discussing the fee with the client. 

114. The fact that these returns serve a useful 
purpose having been demonstrated, it is now neces- 
sary to consider the records and organization which 
produce them. 
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IV. FIRM'S ACCOUNTS 


115. The activities of the firm's own accounts 
department cover two main aspects of the firm's 
affairs: 

(i) Time. 

(ii) Cash. · 

The accounts department should therefore, it is 
suggested, be divided into two sections: 

(i) Time Office. 

(ii) Cash Office. 

116. 'The procedures set out in this paper have 
been developed over a period of years and have the 
merit that they have been proved. It is not suggested 
that the system outlined is the best possible system 
or that it could not be improved. It does, however, 
year in, year out, produce half-yearly accounts which 
are completed and available for inspection by partners 
on the last day of each half-year. 


117. The responsibility for the organization and 
running of the accounts department should be placed 
on a specific partner, whilst the operation and super- 
vision of the procedures should be under the control 
of the firm's accountant. 


Time Office Procedure 
TimeE-SHEETS (Specimen 1) 


118. The main source of information on which 
the time office records are based is the time-sheets 
written up by the partners and staff. Each partner 
and member of the staff enters in units of a half- 
hour the details of his time occupied each day on a 
weekly time-sheet. It will be seen that the specimen 


SPECIMEN 1 


X. & CO TIME-SHEET. 


2 For time office use only 





ACCOUNT TO BE CHARGED 


X. & Co - Office Work 


General work not specified below Ајс No. 1 
Annual holidays, normal Saturday leave, holidays 
granted by the firm and specialleave — РАНЕ 
Attending lectures and studying for examinations s» 3 
Absent sick » » 4 
Unoccupied time 3:39.05 
Late э = 56 
Office staff К »» 7 
Manual. office memoranda and partners! meetings $53 9 
Staff arrangements sn» 9 
Total 
SIGNATURE. оен han 


Date received by time office....-..02ee sss eeeeeeee 


Mon. | Tues. 





LEDGER 


Wed. |Thurs. 3 4 
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provides space for work done which is chargeable to 
clients and also for time occupied on other matters, 
which are not directly chargeable to clients. The 
number of sub-divisions of the non-chargeable time 
may seem unduly complex and in smaller firms they 
could be substantially reduced in number. In the 
case of medium and large sized firms, they will be 
found necessary for the preparation of adequate 
statistics to enable proper control of the utilization 
of time to be maintained. It is the accountant’s job 
to sell time and any time not sold or utilized is 
money lost or wasted. 


Time LEDGERS 


119. Time ledgers should be kept with a separate 
account for each job undertaken for each client, 
e.g. audit, tax, certificate on returns to trade associa- 
tions, etc. These ledgers should be written up on 
the same principle as a set of sales ledgers in a trading 
company, with the individual accounts balanced 
monthly and agreed with control accounts. The 
specimen time-sheet attached to the paper provides 
space to enable the ledgers to be divided into four 
sections for control purposes, but this could be 
increased or diminished according to the firm’s 
requirements. 

120. The basic difference between time ledgers 
and sales ledgers is that time ledgers should be 
written up in terms of units of time whereas sales 
ledgers are written up in money values. Further- 
more, each time ledger account should be ruled up 
in columns to provide space for recording separately 
the time spent by each grade of staff. At the monthly 
balancing of the ledgers totals should be struck for 
the time under grades of staff, and agreed with 
control accounts kept under grades of staff. This 
obviates the risk of staff being charged out at the 
wrong rates. 


121. In addition to ledgers containing accounts for 
clients’ work there should also be a separate section 
containing accounts for the time spent on non- 
chargeable matters, with a separate account for each 
of the items appearing on the specimen time-sheet. 


OTHER Tıme RECORDS 


122. The remaining books and records to be 
kept in the time office include: 


Time analysis book 


123. The time analysis book is used for sum- 
marizing the time charged to the time ledgers and 
building up the totals for posting to the control 
accounts. 


Time ledger balance books 


124. The time ledger balance books into which 
the balances on the time accounts should be extracted 
each month, serve the following purposes: 

(а) The monthly totals of balances in the time 

ledger are agreed with the balances on the 
sectional control accounts. 


—— 
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(b) The use of two sets of books for alternate 
months, book No. 1 for January, book No. 2 
for February, book No. 1 for March, and so 
on provides a simple but valuable fire precau- 


tion. As soon as the work for January is com-^ 


pleted this set of books should be housed in a 
different building, e.g. the store where old files 
are kept, or a partner’s house. When in due 
course February balances have been entered 
in the second set of time balance books these 
should be placed in the store and the other set 
brought back for use at the end of March. 


125. Each account in the time ledger should be 
ruled off and totalled on the last Saturday of each 
month. The balances of each grade on each account 
can then be listed in alphabetical order in the time 
balance book kept in sections so that the totals of 
the balances on the time accounts in each section 
can be agreed each month with the sectional control 
accounts. 


New time accounts 


126. New time accounts should only be opened 
when authorized by a partner. This can be arranged 
by having a standard form of authority to be filled 
in for initialing by the partner concerned. 


Time charged out 


127. Managers will find it desirable to refer to 
the time accounts relating to their work periodically 
throughout the year. Also there are at least two occa- 
sions when a partner needs to know the time spent 
on an audit: 


(i) When the final work is being done and it is still 
possible to discuss a revision of fees with the 
client. 

(ii) When the work is completed and the charges 
account is rendered. 


128. It is important that there should be no mis- 
take or misunderstanding about this information, 
and for this reason it is desirable to establish a 
standard routine. 


Preliminary memorandum of time occupied 

129. This memorandum as already explained is 
required when the final accounts on an audit are 
being reviewed by a partner. It should provide space 
for the time office to show the time charged up to a 
stated date and a further column for the manager 
to enter his estimate of the time required to complete 
the work. 


Memorandum of time occupied 


130. This memorandum should be filled up when ' 


the audit or other work has been completed, and 
after it has been approved and initialed by the partner 
concerned forms the authority for writing the time 


, out of the time ledger. 


Chargeable time written off journal 
131. This journal should be used for compiling 
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BURROUGHS 
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AND 
THE 
REASON ? 


NO OTHER descriptive accounting 
machine has ever been so ingeniously 
designed to meet the needs of your 
business. 

The famous Four Programme Panel 
of the Typing Sensimatic guides the 
machine automatically through any 
kind of accounting. Invoicing . . . 
Ledger Posting...Payroll...to final 
accounts—just flick a knob to switch 
from one job to another! 3 

Another big dividend you get from 
the Typing Sensimatic is its advanced 
typing principle bringing you sharp, 
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clear printing. So simple too is the 
Sensimatic’s operation that even in- 
experienced operators employed today, 
learn today. 

See for yourself its confident, quick 
performance, its high degree of auto- 
mation, its remarkable simplicity. 
Call your nearest Burroughs Branch to- 
day for a local demonstration, or write 
for the booklet “Burroughs Complete 
Plan for Management Accounting” to: 

Advertising Department, 
Burroughs Adding Machine Limited, 
356-366 Oxford Street, London, W 1 





The Government 
Graduated 
Pension Scheme 


The Government Graduated 
Pension Scheme comes into 
effect shortly. Your local 
Burroughs representative is · 
well qualified to advise you 
how best to handle the extra 
work involved. 

Consult your local Burroughs 
Branch today, 


Э ЗЕЕ Burroughs «rst 
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THERE is no sounder foundation for any share portfolio 
than a holding in Unicorn Trust. Even the minimum 
purchase of 50 shares gives a widely spread interest in 
over 140 companies in Britain, the Commonwealth and 
all over the world. 

Unicorn offers multiple investment, so essential for 
safety, and simplifies it by providing 140 investments 
in one single share certificate, Income is distributed 
half-yearly. Aes 

The Unicorn record is excellent. Share prices can rise 
and fall, but Unicorn shares have shown capital appre- 
ciation of over 100% since the Trust started in Oct. 1957, 
with a gross annual yield of over 5396. 

From every point of view, Unicorn is an investment 
to be recommended for large and small investors alike. 


Unicorn is a highly successful Unit Trust (authorized by the Board 
of Trade) with over 34,000 shareholders. Trust assets exceed 
£7,800,000. 

Price per share on 13th December, 1960: 6s 4d. 

Estimated gross annual yield (before tax) £3 13s 8d per £100 invested, 
calculated in accordance with Board of Trade requirements. 


MANAGERS: 
Unicorn Securities Limited 
Member of the Association of Unit Trust Managers 





TRUSTEB: 
Lloyds Bank Limited 


UNICORN TRUST 


Full particulars from the share distributors of Unicorn Trust 
DILLON WALKER & CO LTD, DEPT. CCI7, 12-16 WATLING STREET, EC4 
.or from all branches of Lloyds Bank Limited 


` THE 
ACCOUNTANT 


READY IN JANUARY 


Spicer and Pegler’s 


Income Tax 
and Profits Tax 


24th Edition 
by H. A. R. J. WILSON, rca 
Incorporating recent legislation and the 
provisions of the 1960 Finance Act. 


Adopted by the Institute of Taxation for 
distribution o its members. 


Recommended by the Institute of Bankers. 


305 net Post free 325 


H.F.L. (Publishers) Ltd 


IO EARLHAM STREET, LONDON МС2 


ESTYABLISKED IN LONDON IN 1605 


Wm Brandt’s Sons 
& Co Ltd 


BANKERS 


Financing of Exports & Imports 
Documentary Collections 
Investment Management 

Foreign Exchange 
Capital Issues 


WM BRANDTS 
EXECUTOR & TRUSTEE CO LTD 


$6 Fenchurch Street London ECS 
Telephone: Mansion House 6599 Telex: 38219 





December 17th, 1960 


December 17th, 1960 


the totals of time written off in the time ledgers for 
the monthly postings to the control accounts, 

132. Each entry should also be marked with the 
category of work involved, i.e. audit, taxation, etc., 
| and a monthly summary prepared under these head- 
ings. These totals evaluated at the appropriate 
charging rates provide totals of cost under the various 
categories for comparison with the fees received. 


133. The number of headings under which the 
firm’s work would be analysed must depend on the 
circumstances-of each firm. In small firms it may be 
sufficient to confine the categories to: 

(a) Audit. 

(b) Taxation. 

(c) Other business. 


In larger firms, however, it will be found helpful 
to divide the work further on the following lines: 

(a) Audit. 

(b) Taxation. 

(с) Liquidation. 

(d) Secretarial. 

(e) Executorship. 

(f) Registration. 

(g) Investigation. 

(h) Organization. 

(2) Other business. 


Lost time book 


134. This book should be written up monthly 
from the section of the time ledgers for non-charge- 
able time showing separately for partners and staff, 
in time and value, the monthly and cumulative 
figures for the financial year of the time lost under 
each heading. 'The book should be submitted to the 
monthly partners' meetings. 


Work in progress 


135. Lists of the balances of each grade of charge- 
able time on each account in the time ledgers should 
be extracted from the time balance books under 
each of the categories of work for the firm's half- 
yearly accounts. If the date of the accounts does not 
fall on a Saturday, the balance as at the Saturday 
immediately prior to the date will normally be satis- 
factory. The time balances on these lists should then 
be evaluated at the rate used for accounts purposes, 
giving the value of work in progress at the date of 
the accounts. 


136. These lists should also show the date on 
which each job was started, or the date on which it 
was recommenced after a charges account has been 
rendered and the time account cleared. They should 
also show for all jobs for which there has been no 
time charged for six months, the date the last time 
was in fact charged. This makes it possible to extract 
a schedule of all time balances relating to work which, 
is, say, over fifteen months old and another for other 
slow-moving jobs. These schedules should be circu- 
lated to partners so that action may be taken to get 
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the work completed and the charges account rendered. 
It will be found that a half-yearly review of this 
nature, together with discussion of the schedules at 
subsequent partners’ meetings, has a remarkably 
advantageous effect in reducing the volume of old 
work carried as work in progress in the firm’s books. 


Cash Office Procedure 
SUB-DIVISION OF THE CASH OFFICE 


137. The cash office can be divided into three 
sections so that complete private information relating 
to the firm’s accounts is available only to the senior 
confidential staff, thus: 

(i) Sundry disbursements ledgers. 

(ii) Clients’ and nominal ledgers. 

(iii) Private ledgers. 

In each of the three sections referred to above, a 
control account should be maintained covering 
transfers between various sections. In this way each 
of the three sections is self-balancing. 


Work Carriep Out 


138. The work carried out in the cash office can 
be described under three main heads: 
(i) Accounts receivable. 
Rendering accounts. 
Receiving and banking cash. 
(ii) Accounts payable. 
(iii) Preparing the firm's half-yearly accounts. 


Accounts RECEIVABLE 
Rendering accounts 


139. The books and records kept which relate 
to the rendering of accounts are: 

Signature record register. 

Bills delivered book. 

Fees analysis book. 

Clients’ ledger. 

Fee cards. 


Signature record register 
140. The purpose of signature records is twofold: 
(i) To record particulars of all documents other 
than day-to-day correspondence that have been 
signed by the firm. 

(ii) To ensure that all work done by the firm is the 

subject of a charges account. 

141. The signature record is a printed slip filled 
in by the manager with particulars of the job con- 
cerned and given to the partner to be initialed at the 
same time as the document to which it relates is 
produced for signature. It should then be passed to 
the cash office for entry in the signature record 
register, thus providing a control to ensure that an 
account is rendered for all work done. 


Bills delivered book 
142. A bill should be sent out for each chargeable 
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account, and a serially numbered copy of the bill 
retained and filed to form the bills delivered book. 

143. Charges made should be debited against 
individual accounts in the clients’ ledger, and 
credited in the fees analysis book. 


Fees analysis book 


144. The bills delivered should be analysed in the 
fees analysis book in the categories into which the 
firm's work is divided. At the end of each month the 
total of each of the categories should be posted to 
the appropriate fee account in the private ledger and 
the total of all fees for the month entered in the 
clients’ ledger control. 


Clients’ ledger : 

145. 'The accounts contained in the clients! ledger 
relate to the fees and expenses due from the firm's 
clients. Balances on the clients’ ledger should be 
extracted monthly and agreed with the control 
accounts. 


Fee cards 


146. It will be found useful to keep a record of 
clients and the fees charged to them. These cards 
provide the fee history of work carried out for each 
client and can be written up periodically from the 
bills delivered books. 


Receiving and banking cash 
147. Three main bank accounts to be kept in the 
firm's name are: 


(i) Bank A., into which can be paid all fees re- 
ceived and from which all payments should 
be made other than those of a confidential 
nature. 


(ii) Bank B., into which transfers should be made 
from Bank A. when the account there exceeds 
a certain figure and from which all confidential 
payments can be made. 

(iii) Clients’ account, into which should be paid 
cheques received on behalf of the firm's clients. 


148. The books and records kept which relate to 
the receiving and banking of cash should be: 


Rough cash-book. 
Books relating to the firm's own cash. 


General cash-book (Bank А.). 
Confidential cash-book (Bank B.) 


Books relating to clients’ cash. 
Clients’ cash-book (separate bank account). 
Clients’ ledger. 


149. The reason for the general cash-book and 
confidential cash-book being operated with accounts 
at different banks is the sub-division of the cash 
office for secrecy and control already referred to. 
Each bank uses distinctive stationery thus providing 
at no cost to the firm a satisfactory system of segre- 
gating the cheques, bank statements and other docu- 
ments for the two cash-books. It is also a means of 
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maintaining wider contacts than if only one bank is 
used. This may be of assistance when dealing with 
clients’ affairs. 


Rough cash-book 

150. Cheques received should be entered in the 
rough cash-book by whoever is authorized to open 
the mail. Cheques should be crossed with the 
firm’s rubber stamp which includes the words ‘not 
negotiable’. 

151. Bank paying-in slips should then be prepared 
and the total of the slips entered in the rough cash- 
book in the appropriate bank columns, e.g. clients’ 
account, Bank A. account. Receipts need not normally 
be issued unless a client requests it. 


Books relating to the firm’s own cash 
General cash-book (Bank A.) 
152. Entries made from the rough cash-book 
records should be analysed to show: 
(а) Fees received, posted individually to the 
clients’ ledger. 
(6) Sundry receipts, posted individually to the 
appropriate ledger. 


Confidential cash-book (Bank B.) 


153. Debit entries in the confidential cash-book 
should be made from the transfers effected from 
Bank A. 


Books relating to clients’ cash 
Clients’ cash-book (separate bank account) 


154. Debit entries in the clients’ bank cash-book 
should be made from the rough cash-book, and credit 
entries from the cheque counterfoils. The bank state- 
ment should be obtained weekly and immediately 
called over, and reconciled with the clients’ cash- 
book, as it is essential at al] times to be satisfied 
that there have been no mistakes when dealing with 
clients’ money. 


ACCOUNTS PAYABLE 


155. In addition to the cash-books it will be found 
desirable to keep the following books and records 
relating to the payment of accounts: 

Purchases book. 

Expenses analysis book 

Travelling advances book. 

Petty cash-book. 

Sundry disbursements ledger. 

Monthly payroll. 

Weekly payroll. 

Salaries analysis book. 

Journal. 


General cash-book (Bank A.) 
156. The payments side should be analysed to 
*show: 
(а) Disbursements on account of clients, posted 
individually to the clients’ ledger, 
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(6) Other payments, to be posted to the appropriate 
ledger accounts. 


Confidential cash-book (Bank B.) 


157. Credit entries in the confidential cash-book 
should be made from the Bank B. cheque book 
counterfoils and from weekly and monthly payrolls. 


hi 


Purchases book 


158. Invoices for payment should be entered in 
the purchases book and analysed under the headings 
of the accounts to be charged. The total should be 
posted monthly to the credit of the purchases control 
account in the nominal ledger and the totals of the 
ae should be posted to the expenses analysis 

ook. 


Expenses analysis book 
159. The entries in this book originate from: 
General cash-book. 
~ Confidential cash-book. 
Purchases book. 
Journal. 


The expenses analysis book should have columns for 
the various types of expenditure incurred so as to 
provide the analysis required for the preparation of 
the firm’s accounts. The totals should be cumulative 
for each half-year, so that at any time the firm’s 
expenditure under the various headings can be 
readily available for the half-year to date. The total 
expenditure for each month should be debited to 
the office expenses account in the private ledger. 


Travelling advances book 


160. Advances made to partners and staff for 
travelling expenses and repayments of them should 
be posted from the general cash-book to their indi- 
vidual accounts in the travelling analysis book. At 
the end of each week, staff should render an account 
of their travelling expenses on a printed form sup- 
ported by appropriate vouchers. Travelling expenses 
can be then credited to the appropriate accounts by 
journal entry. The balances shown at the end of 
each month will agree in total with the balance on 
the travelling advances account in the nominal ledger. 


Petty cash-book 


161. The analysed petty cash-book should be 
kept on the imprest system. 


Salaries analysis for scale rates 

162. For the purposes of costing and fixing scale 

í time rates, it is necessary to ascertain the salary costs 

of the various grades of staff. Salaries should there- 
fore be analysed under categories such as: 

(a) Managers. 

(b) Seniors. 

(c) Juniors. 

(d) Overhead staff. 
At the end of the sixth and twelfth months in each 
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year, the cash office should obtain particulars of the 
grade of each member of the staff, and note them on 
the monthly payroll sheets for each of these months. 
The gross salaries can then be listed under categories 
in the salaries analysis book in which there is a total 
column and a separate column for each grade. 


163. For the remaining five months in each half- 
year it is only necessary. to examine the reconciliation 
of the gross salaries each month, and to compare 
the names on this reconciliation with the graded lists 
to ascertain the adjusted monthly total for» each 
grade. The same procedure should be adopted for 
the weekly payroll. 


Journal 


164. The journal is used to make transfers of 
travelling expenses from the advance account in the 
nominal ledger to the clients’ ledger etc. 


PREPARING THE Firm’s HALF-YEARLY ACCOUNTS 
Value of time on hand 


165. The firm’s accounts should be prepared half- 
yearly. The time-sheets for the week ended im- 
mediately prior to the accounting date will be in 
the hands of the time office on the following Monday 
morning, and can be posted to the control account 
on that day. 


166. All billing for the period should cease at 
midday on the accounting date and the time written 
off posted to the time control account and the total 
time on the control account extracted. То this time 
can be added an estimate for the chargeable time 
during the period from the previous Saturday to the 
accounting date, based on the corresponding days 
of the previous week. These figures should be valued 
at the current account rates, and available at the close 
of the accounting date. 


Closing accounting entries 

167. Three weeks before the accounting date, 
letters should be sent to suppliers asking them to 
render their accounts against the firm, so that they 
should reach the firm before the accounting date. 


Draft accounts 

168. It will be found possible to prepare draft 
accounts on the evening of the accounting date. 
The draft will require amendments for provisions 
which may be required against the time on hand 
when the list of balances on each time account has 
been inspected by the partner concerned. 


Final accounts 

169. The specimen forms! attached can be com- 
pleted from the firm's books in the orthodox manner, 
and constitute the normal financial accounts. The 
appendices A-C attached provide statistical informa- 
tion relating to the figures in the final accounts. 


1The remaining specimen forms will be reproduced with 
the concluding part in next week's issue. 


Weekly Notes 


Down with Surtax 


MOST devastating - attack оп surtax was 
launched this week. It is contained in an illus- 
trated booklet published by the National Union of 
Manufacturers and entitled A Tax on Progress. It 
points out that the supertax first imposed in 1909 
was confined to persons having incomes over £5,000, 
and that the number of people in this position was 
only 10,000. In 1920 the lower limit was reduced to 
£2,000 and although the value of the pound sterling 
has fallen very much since then, this limit is still 
retained, at least for single persons. In consequence 
there are now over 300,000 people paying a tax 
which was originally meant for a small number of 
the really rich. It has been calculated that in 1938 an 
income of something over {600 would give the same 
standard of living as is now provided by £2,000. 
The booklet roundly asserts that surtax is now a 
tax on merit, i.e. on those people whose learning and 
skill are of particular value to the community and 
who are being inhibited by the tax from accepting 
extra work and responsibility unless the remunera- 
tion is adjusted to compensate them also for the 
increased tax – а tendency which, of course, increases 
the cost of production. What the booklet suggests is 
that the lower limit should be raised from £2,000 to 
£6,000, and that at the top end of the scale the com- 
bined rate of income tax and surtax should not 
exceed 15s in the £, as against the present 175 9d 
The cost to the Exchequer would be only £60 million 
Or SO. 


Auditors and Friendly Societies 


ERHAPS the most melancholy part of the Chief 

Registrar's 1959 Report on friendly societies, pub- 
lished last Monday! is the section on the examination 
of annual returns, which deals with defalcations and 
the like. In one case the chairman and treasurer of a 
friendly society operating a workmen's hall and 
institute had power to sign cheques, which were then 
to be countersigned by the secretary. As they were 
not always available, the chairman and treasurer took 
it upon themselves to sign blank cheques and leave 
them with the secretary for use in emergency. In 
September 1958 the auditor informed the Registrar 
that the secretary had left the district and that the 
books had not been written up since 1956. As a result 
of the audit cash deficiencies of over f4,000 were 
revealed, and the former secretary was sent to prison. 


1 H.M.S.O. 3: net. 
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À newly-appointed auditor of a thrift society found 
cash deficiencies of about £9,000 which had obviously 
been accumulating over years. It appeared that the 
secretary had been keeping a double set of books. He 
was sentenced to three and a half years’ imprisonment ~ 
for forgery and falsification. Evidently his double 
entries were not of the right kind! 

A club which employed a secretary who was sen- 
tenced to twelve months' imprisonment for stealing 
its money was sharply criticized by his counsel for 
neglecting to operate the financial controls. 'If the 
finance committee had done their job the accused 
would never have been exposed to temptation at all. 
He was paid a pittance and never once in eighteen 
months was a check made to see what he was doing 
and whether he was banking the money. He entered 
an embezzler's paradise with no one to check up on 
him’. 

The Registrar has criticisms to make in two cases 
where the checks imposed at audits were not suffi- 
cient to disclose the existence of substantial defi- — 
ciences. The balances at the bank had been overstated 
in the accounts and the auditor in each case had not 
thought it necessary to confirm the balance with the 
bank itself. The Registrar observes: 


‘It is not sufficient for auditors to concentrate on 
detailed checking of individual transactions and not 
to give proper attention to other equally or more 
important matters involved in a complete audit’. 


Tax on Employee’s Benefits 


TE Court of Appeal last Tuesday dismissed the 
appeal by the Inland Revenue from the decision 
last February of Mr Justice Danckwerts in the case „ 
of Wilkins v. Rogerson. Mr Rogerson was one of 
twenty-two employees of a company in respect of 
whom the company wrote a letter instructing Mon- 
tague Burton Ltd to supply certain clothing to them, 
at their choice, at a price up to £15. At the same time 
the company sent letters to the employees inviting 
each to cal] at Montague Burton’s and be fitted with 
a suit, overcoat or raincoat at a price up to £15, at 
the employer’s expense, as a Christmas present. Mr 
Rogerson took advantage of the offer and received a 
suit costing £14 15s. The second-hand value of this 
(unworn) suit was fixed by agreement at £5. 

The Inland Revenue claimed tax from Mr Roger- 
son on the full £14 15s as a perquisite of his employ- 
ment. The Special Commissioners held that only £5 
was taxable and this decision was upheld by the High 
Court and now, as reported in The Times of Decem-~ 
ber 14th, by the Court of Appeal. It is hardly sur- 
prising that the Inland Revenue’s application for 
Jeave to appeal to the House of Lords was rejected. 
The Crown had relied on Nicol v. Austin (14 А.Т.С. 
172) where a company paid the household bills of its 
chairman, but none of the tribunals dealing with the 
present litigation had any difficulty in distinguishing 
that case. 
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Partnership Assessments and Allowances 


ARTNERSHIP profits have to be assessed to 

income tax in one sum, so that the personal 
reliefs of individual partners are aggregated in the 
assessment. It is often a matter of importance to 
know what the individual reliefs are, but in general 
the Inland Revenue have no power to divulge details 
of an individual’s tax circumstances. In practice this 
information is given (on Form 329) if all the partners 
(including the personal representatives of a deceased 
partner in appropriate cases), sign a form of request 
in which they agree that nothing in the statement 
shall be taken to imply any departure from Section 
144 of the Income Tax Act, 1952. The Inland 
Revenue calls this request an ‘indemnity’, and with 
the consent of the Revenue it is reproduced in the 
report of the proceedings of the Council of The 
Institute of Chartered Accountants in England and 
Wales appearing elsewhere in this issue. 


Contracts by Corporations 


N former times, every contract by a corporate 

body had to be under seal if it was to bind the 
corporation. This rule was long ago abrogated in the 
case of companies registered under the Companies 
Acts, However, it continued to apply, at any rate to a 
great extent, to other incorporated bodies, such as 
local authorities. Some of them, when sued on a 
contract not made with the due formality of their 
corporate seal, have seen fit to rely on this quirk of 
the law in order to avoid their just liability. This 
device has, however, been stopped by the Corporate 
Bodies' Contracts Act, 1960 which came into force 
at the end of July. Section x (х) (2) provides as 
follows: 


т (1) Contracts may be made on behalf of any 
body corporate, wherever incorporated, as follows: 


(а) a contract which if made between private persons 
would be by law required to be in writing, signed 
‘by the parties to be charged therewith, may be 
made on behalf of the body corporate in writing 
signed by any person acting under its authority, 
express or implied; and 

(5) a contract which if made between private persons 
would by law be valid although made by parol 
only, and not reduced into writing, may be made 
by parol on behalf of the body corporate by any 
person acting under its authority, express or 
implied. 

2) A contract made according to this section 
Shall be effectual in law, and shall bind the body 
corporate and its successors and all other parties 
thereto.’ 


Abortive Claim for Betting Duty 
Ox might be pardoned for assuming that the, 
betting duty introduced in the 1947 second 
Budget was confined to betting. Section 6 (1) of the 
Finance (No. 2) Act, 1947, imposes pool betting duty 
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‘on all bets made by way of pool betting’, with an 
exclusion in favour of certain totalisators. The duty 
was at first 10 per cent (later 30 per cent) of the 
amount of stake money paid. Section 6 (5) provides 
that bets shall be deemed to be made by way of pool 
betting whenever a number of persons make bets on 
terms that the winnings ‘shall be, or be a share of, or 
be determined by reference to, the stake money 
paid .... 

Last Monday Mr Justice Lloyd-Jacob rejected a 
claim by the Customs and Excise Commissioners for 
£21,137 from the Stockport County Football Sup- 
porters’ Association, being 30 per cent of £70,457 
being the aggregate proceeds of weekly sweeps (Cus- 
toms and Excise v. Dodd and Others (The Times, 
December 13th)). Each member of the association 
had a permanent code number and could buy a 
shilling ticket each week, whereupon his code number 
was recorded by the seller of the ticket and reported 
to the office. The number had the effect of identifying 
three matches to be played on the following Saturday. 
'The three matches producing most goals conferred 
a prize on the person buying a ticket and having the 
appropriate code number. 

His Lordship held that there was nothing in the 
facts justifying the conclusion that the purchase of a 
ticket was a 'bet' within the meaning of the Act. 
There was no element of forecast by the member; he 
had to accept the matches appropriate to his code 
number. It followed that as there was no bet, no 
betting duty was payable. 


No Estate Duty on Settled Land Abroad 


TESTATOR provided in his will in 1898 that 
land belonging to him in South Africa should 
be held by his trustees on trust for sale for certain 


' persons. He died domiciled in England and his will 


directed that it should operate as far as possible under 
English law. When the life-tenant, his son, died in 
1954 the Crown claimed estate duty on the land, 
which was still unsold. This claim was upheld by 
Upjohn, J., and by the Court of Appeal, but the 
House of Lords has now allowed an appeal by the 
trustees from these decisions. (Philipson-Stow and 
Others v. C.I.R. (The Times, rst December).) 

The difficulty was caused by the wording of 
Section 28 (2) of the Finance Act, 1949. This pro- 
vides that property passing on a death 


*shall be deemed for the purposes of estate duty not 
to include any property passing on the death which 
is situate out of Great Britain if... the proper law 
regulating the devolution of the property so situate, 
or the disposition under or by reason of which it 
passes, is the law neither of England nor of Scotland 
and.... ў 


(с) that the property . . . is, by the law of the 
country in which it is situate, immovable 
property.’ 

If the life-tenant had been the sole beneficia] 
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owner of the African land, there would have been no 
difficulty; it would have been exempt as immovable 
property abroad. The Courts below had held how- 
ever that as the life-tenancy came to an end under 
an English will, the exemption in Section 28 did not 
apply. Viscount Simonds said he accepted that the 
property passed on the death of the son under or 
by reason of a disposition, ie. the will, and not 
by devolution. However, the disposition here was 
the particular devise or bequest in the will, not the 
will itself. The proper law was not fixed for all time by 
the will. There might be two relevant laws when the 
will took effect. The law might change with the 
subject-matter. Here the tax was claimed on the land 
as such, and the land devolved under African law. 
Lord Radcliffe dissented. 


On Teaching Management 


R SQUEERS, of Dotheboys Hall, had many 

faults, but his method of teaching – by making 
the boy do the things they were ‘taught’ — has been 
widely adopted with, of course, differences. The 
modern technique of teaching the art of management 
by ‘case studies’ is a good illustration. This consists of 
presenting, either in report form or orally as a ‘play’ 
scene, or even by film, a situation such as might arise 
in the average firm. The student or trainee is then left 
to analyse the situation and offer his solution in the 
course of group discussions with his teacher and other 
trainees, 


The outstanding merit of this teaching method is 
not only that it is more interesting than the formal 
lecture, but it compels the trainee to play an active 
part in the solution of the problem, rather than the 
purely passive role required of him at a lecture. 
Enough has been done in the United Kingdom 
during recent years to persuade the British Institute 
of Management to publish a short treatise? illustrating 
how these teaching techniques may be employed in 
various branches of industry and commerce. The six 
essays making up this booklet are by teachers, busi- 
ness consultants and training instructors in large 
organizations. A simple ‘case’ report is provided in 
an appendix. 

As American experience has shown and this booklet 
stresses, the case study approach to the teaching of 
management is extremely fruitful, not least since it 
enables the trainee to get ‘the feel’ of his future job. 
Unfortunately, there are still not enough good teachers 
available who can use this technique to best advan- 
tage; leading group discussions is an art in itself. 
Furthermore, there is still a shortage of good realistic 
British case material on which students can cut their 
teeth. However, as the merits of case study are more 
generally appreciated, so both these shortages will be 
met, This publication will help in this task. 


1 Case Study Practice. British Institute of Management, 80 
Fetter Lane, London, EC4. 64 pp. 12s 6d (10s to members), 
Postage 54. 
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Bank Rate at 5 per cent 


AST week, Bank rate was reduced from 54 to 5 

per cent. The aim of the move was to reduce, if 
only to a modest extent, the gap between New York , 
and London interest rates and thus to help the United 
States monetary authorities in bringing to a halt the 
heavy flow of gold from the United States. 

It followed a cut in the French rate from 4 to 33 per 
cent last October and in the West German rate from 
5 to 4 per cent in November. The move may also 
encourage the Germans to make a further reduction 
in their rate in the near future. Even at 5 per cent the 
United Kingdom rate remains high compared with 
similar rates in other international financial centres. 

'The change is not intended by the Government to 
give notice of an easing of the credit squeeze. There 
Is still a fear of inflation which could be realized in 
1961 1f wage rates increase substantially. The Govern- 
ment is known to be anxious to avoid any move which 
could be interpreted as an encouragement to the 
trade unions in the next round of wage demands. It 
does not seem likely that there will be any relaxation 
in the credit squeeze until there is an improvement 
in the balance of payments position. 


Finance Act Aide Memoire 


BRIEF twelve-page summary in booklet form 

of the Finance Act, 1960, offers a speedy way of 
réminding oneself of the many changes made this 
year in the general field of taxation. Such a booklet 
is available from the Engineering Industries Associa- 
tion, 9 Seymour Street, Wr, at the price of ss. It is 
subtitled A summary for engineers but as it notes, "ће 
Act is devoid of any legislation which is likely to have 
a direct effect upon the affairs of engineering firms, 
apart from the increase in the rate of profits tax from 
то per cent to 124 per cent. 


Developments in Cotton 


"Tu recovery in the Lancashire cotton industry 
over the last year has been most impressive. 
The reorganization scheme covering the spinning, 
doubling, weaving and finishing sections of the 
industry (the proposals were worked out by a senior 
partner in a well-known firm of London chartered 
accountants) came at an opportune moment, It 
coincided with a sharp improvement in the demand 
for cotton textiles. In consequence, the industry was 
able to start destroying old plant on a rising market — 
a reluctant but comparatively painless exercise. 

The decision to cut out old plant with the help of 
a Government subsidy was based on the claim by the > 
industry that if there was a once-and-for-all re- 
organization scheme and the import of cheap textiles 
from the Far East could be held at the then current 
level, the industry could put itself on a viable bsais. 
The three-year agreement with Hong Kong to limit 
cloth exports to the United Kingdom was therefore 
a vital element in the whole scheme. 

The chairman of the Cotton Board recently paid 
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a private visit to Hong Kong where he was told 
by the chairman of the Hong Kong Cotton Spinners’ 
Association and the chairman of the Federation of 
Hong Kong Cotton Weavers that they would em- 
phatically oppose a renewal of the pact, which 
expires at the end of January 1962. There are also 
similar pacts with India and Pakistan, the continua- 
tion of which depend to a large extent on the survival 
of the Hong Kong agreement. The Hong Kong 
textile manufacturers have now made it quite clear 
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that they will not delay indefinitely a further attack 
on the United Kingdom textile market. 

If the Hong Kong trade associations persist in their 
attitude the problem will have to be settled at a high 
political level. It may mean a critical choice between 
the survival of the Lancashire industry, especially 
at the spinning and weaving ends, against the claim 
of Hong Kong to raise its standard of living by 
exporting to this country with the benefits of imperial 
preference. 





This is My Life... 


by An Industrious Accountant 


CHAPTER 55 


НЕ managing director dropped in casually to 

talk about a possible new share issue next year, 
so we tried a short-term cash forecast over the first 
six months of 1961 to check our liquid asset position. 
Somehow, it wasn't so easy to work out. We had the 
sales manager in to join us eventually, and that wily 
old campaigner nearly sabotaged our meeting. 

Future financial forecasts hold pride of place in 
the new economic jargon of the long-haired textbook 
writers who lecture us on how we should make our 
profits, but confidentially, I think they're more than 
somewhat overrated. Not so much because they're 
usually destined by fate to be wrong, but because 
they're too often dressed up to look like reliable state- 
ments, garnished with impressive mumbo-jumbo, 
and served to directors as infallible prophecies. 
Opinions differ, I grant you. I have a friend who is 
chief economic co-ordinator to a really big group of 
companies, and he finds them very useful. 

He makes them so complicated that his board of 
directors can't really follow them; and when the facts 
ultimately fail to bear them out, he easily finds a cast- 
iron alibi, Either the market hardened, or the franc 
was devalued, or Bank rate was raised, or war clouds 
shattered public confidence; he was always in the 
clear. He was dead right just once; four of his 
‘guestimates’ proved wrong simultaneously, but 
fortunately they cancelled each other out and he hit 
his target dead centre. His board have regarded him 
as a wizard ever since. 

However, our problem was rather different. Most 
of the facts were self-evident: rates, office and depart- 
mental overheads, debenture interest, advertising 
fund, were as before; salaries and wages were raised 
3 per cent; transport costs and discounts were calcu- 
lated on reliable past experience as percentages; 
opening and closing stocks were taken as self-balanc- 
ing. It only remained to budget for purchases and 
sales. 


Mind you, a retail business is unique in this respect. 
A factory has a maximum ceiling fixed by its output 
capacity; a utility by foreseeable public demand. 
We, however, go ‘by guess and by God’, in Navy 
parlance. Our sales manager, for example, could 
conceivably double his turnover by attracting public 
demand by some shrewd publicity stunt, merely at 
the expense of local competitors. It was up to him, 
as the expert, to guide us. 

But would the old fox? Not he, He sat back, smiling 
sceptically, thumb in armpit, eyes narrowed, and 
prefaced every comment with: ‘Weel, now, ‘dinna 
let's be ower-hasty.’ The managing director pressed 
him warmly, encouragingly, to budget for a ro per 
cent overall increase as a basis for discussion. I was 
cautious and conservative and suggested he should 
start with a 23 per cent minimum. He wouldn't be 
pinned down. He quoted the weather, the variation 
of money in circulation, the profit margin, and the 
international situation. We went round and round in 
circles. 

I had a beautiful graph spread on the desk before 
us. It showed the last three years' figures week by 
week in different colours, 1960 in blue-black, and 
1959 and 1958 in red and green, respectively; the 
current stocks in the lower portion, the goods pur- 
chased next above, and the sales on top. All we 
wanted was to plot 1961 in advance, so that we could 
study the variations month by month, and calculate 
our bank balance accordingly. By the time we had 
erased all the false starts, it looked like an aerial 
photograph of a railway marshalling yard after a 
bombing raid. 

The M.D. was getting white around the nostrils 
with annoyance when at last we compromised on a 
3 per cent increase in sales for January/February and 
8 per cent for March to June; a 2 per cent increase 
in stocks, and a bare 3 per cent improvement in gross 
profit. I made out all the graphs in final form. We 
stretched wearily and the S.M. rose to go. At the 
door, he fired his Parthian shot: *'Ye'll ken we've no 
made adequate allowance for the new wing’s 
business in your figures; we maun do them a' again 
tomorrow.’ 

I think ГИ do as I've always done: put nearly 
everything up blindly by 5 per cent and find that the 
result is as near accurate as maybe next autumn. 
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Fisons 


HIS week's reprint is taken from the report of 

Fisons Ltd, the big name in fertilizers and 
chemicals. 'The whole publication is of a high order. 
The accounts, as will be seen, are drawn on the lines 
of single-column reduced to the basic facts, with the 
detail alongside on the right of the page opening. 
'The detail of reserves and of land, buildings, plant, 
equipment, etc., appears in separate statements. There 
is a statistical record covering six years and state- 
ments identifying the subsidiaries and the principal 
associated companies with the extent of the interest 
in them. Thus, for instance, Fisons hold a 50 per 
cent interest in Albatros Fertilizers of America. 

A point for particularly favourable comment is 
the way in which the chairman, Sir Clavering Fison, 
reviews main features of the company's financial 
position in his review. Group sales, he states, were 
£51,343,000 against £46,688,000, an increase of то 
per cent. The accounts, he points out, disclose a 
group profit before tax of £4,509,000 against 
43,641,000, an increase of £868,000. But the figures 
are not comparable, he states, because this year 
the contribution of £78,600 of Past Service Pension 
Fund has been charged against the provision set up 
last year instead of against the year's profit. And, 
further, there has been an increase in the charge for 
depreciation of £380,000 resulting from the revalua- 
tion of assets made in 1959 and the new method of 
calculating depreciation arising therefrom. The 
increase in trading profit on a comparable basis 
is about £1,170,000. 


Prices Reduced 


Fisons' profits came under the review of the Mono- 
polies Commission on the supply of chemical ferti- 
lizers published last February. The Commission, in 
effect, gave the company a pat on the back for its 
efficiency, coupled with a little advice that it should 
adjust its pricing policy to yield a lower profit level 
than in recent years. 

Fisons, it was found, had spent heavily on research 
and pursued a policy which was in the public interest 
but was advised, broadly speaking, to share some of 
the benefits with its customers. 

Sir Clavering, however, points out that the last 
year examined by the Commission was 1957 and 
that in 1958 and 1959, before the publication of the 
Commission's report, considerable price reductions 
had already been made. 

In the year of the present accounts, the company 
was ‘caught’, if one can use that expression in the 
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context, by a phenomenal rise — of about 15 per cent ~ 
in the consumption of fertilizers in the United 
Kingdom. For the three years to 1959, the average 
increase was 4 per cent. 

The particularly fine and'good weather harvest in 
the autumn of 1959, the greater realization of the 
value of fertilizers on grassland, and the impact of 
the Small Farmer Scheme probably accounted for 
the abnormal increase. But it was something for 
which the company had not budgeted and the result 
was a substantial and unexpected increase in profit. 


Depreciation 


Taxation takes a larger share of profit this year, says 
Sir Clavering, profits tax was put up from 1o per 
cent to 124 per cent by the 1960 Finance Act, the 
increase covering the last three months of the year. 
For a whole year, the increase would have been some 
{£80,000 more. He also notes that the amount set 
aside for future tax equalization, covering the effect 
of capital allowances, includes £71,000 in respect of 
the 24 per cent profits tax increase. 

Furthermore, he continues, the increased charge 
for depreciation of about £380,000 is not allowed for 
tax purposes and thus the effective rate of tax on the 
trading profit is increased. Alternatives, he says, 
would have been to build up a special replacement 
reserve by appropriation from profits from time to 
time or to consider the general reserve availahle for 
that purpose. He reminds shareholders that depreci- 
ation calculated in the normal way as allowed by the 
Inland Revenue for tax purposes does not provide 
sufficient reserves for replacement of plant but the 
method the board has adopted, he says, at least 
goes some way towards this desirable objective. 


No Figures 


"YT can still be criticised on the ground that it 

lacks figures', ran a recent Press comment on the 
half-yearly statement from the London Rubber Co 
Ltd for the six months to September 3oth. 

In this instance, parent company sales both by 
volume and value were stated to be ‘appreciably 
higher’ and ‘break all comparable records’. The 
effects of increasing costs had been ‘mitigated’ by 
advancing sales. Group net earnings were ‘in excess’ 
of last year’s comparable figure, in themselves a 
record. Mr Elkan M. Jackson, the chairman, expected 
that current year profits would ‘compare favourably’ 
with last year’s. An increase in interim dividend from 
10 per cent to 15 per cent was to bring about a better 
balance with the final payment and did not neces- 
sarily indicate a bigger payment for the whole year. 

However, figures must have been available as in 
any well-run business. It is not at all improbable that 
they were not given to shareholders because they 
had not been audited. Whether that is so or not is 
not disclosed; but it is a point which is material to 
many company statements of this kind. To present 
unaudited figures is unorthodox. Current opinion, 
however, is moving in that direction. 


~i 
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CITY NOTES 


S a troubled investment year nears its end, 

there is a natural tendency on the London Stock 
Exchange to attempt to judge whether or not the 
worst of the fall has been seen. Broad opinion is that 
over the next three to six months ordinary shares 
will fluctuate in rather thin and difficult markets until 
the present phase of heavy calls for new money by 
the major companies has been completed, and also 
until the new American administration has a decided 
economic policy. 

Putting this view, one leading firm of London 
brokers suggests that unless some new event occurs 
to make the present phase of readjustment more 
serious than seems likely at the moment, any further 
fall in equity values is unlikely to bring the average 
level of the market more than 20 per cent below the 
high level reached at the beginning of the year. 


Much must depend on the economic line to be 
taken by the new American administration. But the 
key to the situation would appear to lie in the prob- 
lem of whether the United States and the United 
Kingdom are going to try to get out of their present 
dilemma by expansion, or by cutting commitments 
and shrinking their trade behind higher tariffs. 


The current view is that with the initiative which 
can be expected from Washington, the choice will be 
made in favour of expansion This view is based on 
the impression that there is nothing in the American 
situation that cannot be handled by a Government 
willing to use available economic controls 
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RATES AND PRICES 
Closing prices, Wednesday, December 14th, тобо 


Tax Reserve Certificates: interest rate (26.11.60) 3% 
Bank Rate 


May 22, 1958 54% Jan. 21, 1960 $9574 
June 19, 1958 596 June 23, 1960 6% 
Aug. 14, 1958 4% Oct. 27, 1960 53% 
Nov. 20, 1958 4% Dec. 8, 1960 5% 
Treasury Bills 
Oct. 7 £5 115 35249 Nov. ІІ £4 155 5'464% 
Oct. 14 £5 9s 6:3549 Моу. 18 £4 135 5°93d% 
Oct. 21 £5 6s 638d% Моу. 25 £4 12s 9'254% 
Oct. 28 £5 15 g52d%  Dec.2 £4 125 5'554% 
Nov. 4 £4 175 9'798% Dec. 9 £4 95 783d% 
Money Rates 

Day to day 3–41% Bank Bills 
7 days 41-4196 2 months 45-4 1596 
Fine Trade Bills 3 months 458-4 94 

3 months 53-696 4 months 45-4 1 96 

4. months 53-696 6 months 42-42% 

6 months 54-64% 

Foreign Exchanges : 
New York 2:8o$-$ Frankfurt ir7ol-b — 
Montreal 2:741-i Milan 1742 Њ- 4 — 
Amsterdam 10:571—588 Oslo 20°01 $024 
Brussels 139311—35i Paris 13°763-2 
Copenhagen __19°344-3 Zürich 12:08i-$ 
Gilt-edged 

Consols 24% 44%yxd Funding 4% 60-90 87 
Consols 4% 678 Savings 23% 64-67 — 82$ 
War Loan 33% 50 ў Savings 3% 55-65 93 
Conversion 3195 50% Savings 3% 60-70 781 
Conversion 3196 1969 848 Savings 3% 65-75 71$ 
Exchequer 54% 1966 100$ Treasury 23% 436 
Funding 3% 66-68 82% Treasury 32% 77-80 71d 
Funding 3% 59-69 8i Treasury 34% 79-81 71% 


Funding 34% 99-04 63% Victory 4% 


New Legislation у 


All new Acts will be noted in this column, together with those Statutory Instruments which are 

of interest to the profession. The date given indicates when an Act received the Royal Assent 

or when a Statutory Instrument becomes effective. Copies of either may be abtained through 
Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC2. 


STATUTES 
8 & 9 Eliz. 2 


Chapter 65: Administration of Justice Act, 
1960 


An Act to make further provision for appeals to the 
House of Lords in criminal cases; to amend the law 
relating to contempt of Court, habeas corpus and 
certiorari; and for purposes connected with the 
matters aforesaid. 


Price Is 3d net. October 27th, 1960. 


Chapter 66: Professions Supplementary to 
Medicine Act, 1960 


An Act to provide for the establishment of a Council, 
boards and disciplinary committees. for certain 
professions supplementary to medicine; to provide 
for the registration of members of those professions, 
for regulating their professional education and pro- 


fessional conduct and for cancelling registration in 
cases of misconduct; and for purposes connected with 


the matters aforesaid. 
Price 15 3d net. October 27th, 1960. 


Chapter 67: Public Bodies (Admission to 
Meetings) Act, 1960 


An Act to provide for the admission of representatives 
of the Press and other members of the public to the 
meetings of certain bodies exercising public functions. 4 


Price 6d net. October 27th, 1960. 


Chapter 68: Noise Abatement Act, 1960 


An Act to make new provisions in respect of the 
control of noise and vibration with a view to their 
abatement. 


Price 6d net. October 27th, 1960. 
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ТНЕ 
- | MAGNET BUILDING SOCIETY 


A Member of the Building Societies Association 


A Punched Card Job? 


(SERVICE BUREAUX IN CITY & WEST END) 


PUNCHING, VERIFYING, 
SORTING, REPRODUCING, 
INTERPRETING and 
TABULATING 


SHARES 3190 PER ANNUM 


DEPOSITS J96 per ANNUM 


Income Tax Paid by the Society 


21-Column ICT (Powers-Samas 
40- I CT 29 А 
65- ICT » » 


80- ICT (Hollerith) 
80- IBM 


* 


An economical service comprehensively 
equipped, and designed to meet the 
demands of users and non-users alike 


AJAX CALCULATING SERVICE LTD 
9 BOW LANE, LONDON, EC4 
Ring City 6112 for Immediate Service 


Deposits in this Society are 
Trustee Investments 


ASSETS EXCEED £5,000,000 
RESERVES EXCEED £400,000 


Full Particulars from: 


MAGNET HOUSE > PADDINGTON GREEN 
LONDON W2 TEL. AMBassador 1022-3-4 








A QUESTION OF PENSIONS 


GOVERNMENT GRADUATED SCHEME-OR OCCUPATIONAL SCHEME? 


The National Insurance Act, 1959, sets profound problems 
for employers on the subject of pensions. 

The Crusader maintains an advisory service, to which 
Accountants are particularly welcome to refer. Information is 
also available on pensions for those, such as the self-employed, 
who are not eligible for the graduated scheme. 

A letter or telephone call to any of our offices will ensure 
courteous and quick attention. 


Y ума айе INSURANCE CO., LTD. 


Established 1899 


West End Office Chief London Office 
13a Pall Mall, SWI. 52 Lime Street, EC3. 
Telephone: WHitehall 1876 ® e Telephone: MANsion House 4851 


Head Office: Woodhatch, Reigate, Surrey. Telephone: Reigate 4334 
Branches in Greater London and provinces – see Telephone Directory 
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Now you can get OURATHIN ги a METAL BOX 


FOR EXTRA PROTECTION — EXTRA ‘AFTER-USE' VALUE 2 


Every office, every department, every business needs Durathin pipet e TO WATER. Unaffected by weather or 
perfect coloured pencils and now they are available in metal 242110` wetting. 
boxes holding 1 dozen pencils, They're easier to store safely, — 9 SMEAR PROOF. Will not set-off or smudge even on 


easier to distribute and there are a hundred and one uses for š PE NE Wil uoi А 
+) EXTRA – . ill not crumble or 
the empty metal boxes afterwards! break even under hard pressure. Make thousands of 


Durathin Coloured Pencils are ideal for marking, mapping; marks with one sharpening. 
scientific and art work. Durathin leads are :- € SUPER FINE, Can be sharpened to a point which will hold. 
€ MADE IN 24 VIVID COLOURS. 


VE N U S DURATHIN me Me pencils 


VENUS PENCIL CO LIMITED * VENUS HOUSE * LOWER CLAPTON ROAD * LONDON: 8.5 





Gravius erit tuum unum verbum 
ad eam rem, quam centum mea d 


One word of yours in that matter will have more weight than a hundred of mine ~ Plautus 


The table below sets out the amount of sum assured and bonuses in 1960 for a with 
profits policy of £1,000 according to the year in which the policy was started with the 
Society. 


Original Endowment Assurance Whole Life Assurance 
sum ere ar 
assured Maturity Value in 1960 Claim Value in 1960 


THESE ARE ACTUAL RESULTS 


When clients ask about life assurance do you advise a policy with profits? If you do you 
will tind the record of bonuses of this old mutual society, founded in 1830, very interesting. 
Indeed, it is quite outstanding, 


THE NATIONAL MUTUAL LIFE ASSURANCE SOCIETY 
5 Bow Churchyard, (off Cheapside), London, E.C.4. City 5391 
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Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Hire-purchase 


Sig, ~I read with great interest your observations 
(December 3rd issue) concerning the article on hire- 
purchase by Mr Ancrum Evans in The Times of 
November 25th. 

They are, I note, confined to the accountancy 
aspect of this problem. The Family Welfare Asso- 
ciation’s experience is naturally in connection with 
the social consequences, to which Mr Evans referred 
at some length, and we would suggest that it is most 
important for professional men to realize more the 
extent and seriousness of this aspect. 

Mr Evans invited attention to the experience of 
our case-workers in applying professional case-work 
methods to the solution of family problems and we 
would like to stress that we should welcome any 
contact with members of the accountancy profession 
on this subject and would be extremely glad to co- 
operate in providing information and assistance. 
Through a committee set up by the Association, we 
are very much hoping that this idea of co-operation 
with the social worker will be accepted first by the 
credit industry and then generally throughout other 


industries. Yours faithfully, 


J. S. BURT, 
Director, 


London, SWI. FAMILY WELFARE ASSOCIATION. 


Treatment of Surplus on Acquisition 


Sir, ~ On examining the accounts of Unigate Ltd, 
published in The Accountant of October 8th, 1960, 
I am very puzzled over the ‘Notes on the accounts’ 
No. 2, which reads: “The book value of the net assets 
of United Dairies Ltd and Cow & Gate Ltd, at the 
date of acquisition exceeded the purchase considera- 
tion of £23,579,969 by £9, 356,692, which is included 
in the revenue reserves'. 

I have always been under the impression that the 
surplus on an acquisition of any concern should be 
~ treated as a capital reserve, and I should be very 
interested to know why in this case it has been 
treated as a revenue reserve. 

Yours faithfully, 
ARTICLED CLERK. 
[It is true that it has been an established and accepted 
practice to treat pre-acquisition profits and reserves 
of companies acquired by another company as 'frozen' 
in the hands of the acquiring company. However, a 
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large body of opinion in both the accountancy and legal 
professions considers that, in the case of a straight- 
forward merger, it is sound and sensible to regard the 
shares issued by the holding company as having a book 
value equal to their nominal value and to treat the 
merging companies’ revenue reserves as available for 
distribution in the holding company, to the extent that 
the net assets of the merging companies are greater 
than such nominal value. This view was publicized 
in the offer document dealing with the merger of 'T'he 
Northern Assurance Co Ltd, and 'The Employers' 
Liability Assurance Corporation Ltd, dated March 
22nd, 1960. 

We are informed that the directors of Unigate Ltd 
appreciated the importance of this decision, and its 
advantage to shareholders, and in view of the similarity 
between their own merger and that of the insurance 
companies, consulted counsel who advised that a 
similar procedure to that adopted by the insurance 
companies could be followed. The board therefore 
decided to accept this view. — Editor.] 


Specialism in the Profession 


Sis, - Mr J. W. Mitchell refers in his letter pub- 
lished in your issue of December 3rd to post- 
graduate qualification as is the case with medicine 
and the law. 

Entry to the Register of the General Medical 
Council is usually through university qualification 
(M.B., CH.B., or similar) or the examinations of the 
Royal College of Physicians (L.R.c.P.) and Royal 
College of Surgeons (M.R.c.s.). 

Should a doctor then wish to specialize in surgery, 
he takes the fellowship examination of the Royal 
College of Surgeons, (F.R.C.S.). 

Similarly, as Mr Denis Edis pointed out in his 
letter published last week, any qualifed accountant 
can obtain by examination the fellowship of The 
Institute of Cost and Works Accountants, which is a 
degree in management accountancy. And in fact, 
many members of the accounting profession have 
obtained this official evidence of their skill and 


training. Yours faithfully, 


Croydon, Surrey. WILFRID STOBY. 


The Small Practitioner 


Si, – Your correspondent, Metcalfe Collier (Novem- 
ber 26th), is surely not so smug that he will not grant 
that there are a large number of accountants and 
taxation specialists who are perfectly competent and 
yet do not happen to be certified or chartered 
accountants, 

The ‘closed shop’ policy which he appears to 
advocate is normally more closely associated with the 
trade union movement which, thank goodness, has 
not as yet made any impression upon the accountancy 
profession. The absurdities of such a policy are too 


„ well known to require any further comments. 


I suggest that the solution can be found within 
Mr Collier’s own remarks that clients are ‘at liberty 
to take their business down the street’. If and when 
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it is obvious that chartered accountants, and they 
alone, are capable of providing the service that the 
public requires, and prove it by results, then the 
situation will remedy itself and the ‘others’ will be 
forced out of business. 

This happy state of affairs will, of course, never 
arise because as well as being a large number of good 
chartered accountants there are also a large number 
of bad ones, and, as in all things, the good and the 
bad are often hard to distinguish on the surface. 

Mr Collier should come down from his lofty perch 
and accept the fact that there are just as many good 
accountants who are not chartered or certified. The 
attitude he demonstrates is not becoming to the pro- 
fession, and could be interpreted as a sign of his own 
diffidence. He should remember that the possession 
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of the magical letters A.C.A. is not in itself the pass- 
word to all that is good in accountancy. Results also 


SOR Yours faithfully, 
London, EC2. D. N. SIMS, F.7.1.1. 


Forms of ‘Grace’ 


Sir, - I am compiling a book on ‘Grace’ said at meal- 
times. I would be grateful if any of your readers 
would send me any they know and particularly any 
which are said at annual or other functions and 
which have a special bearing on their profession. 
Yours faithfully, 
CHARLES F. SHEPHERD. 
‘Channel View’, The Downs, 
St Nicholas, Cardiff. 





Taxation Cases 


Full reports of the cases summarized in this column 
will be published, with Notes on the Judgments, in 
the ‘Annotated Tax Cases’. 


Brown v. Bullock 
In the High Court of Justice (Chancery Division) 
November 15th, 1960 
(Before Mr Justice DANCKWERTS) 


Income tax — Expenses - Bank manager – Membership 
of club — Subscription reimbursed by bank — Whether 
deductible from emoluments — Income Tax Act, 1952, 
Ninth Schedule, paragraph 7. 


The appellant was appointed the manager of a 
branch of the Midland Bank in June 1949. On the 
appointment of a manager of a branch the manager 
is instructed that he is to foster local contacts, and 
that he should join the club best suited for that 
purpose. If a prospective manager refuses to join a 
club, his refusal would not be accepted without very 
good reason, but it would not necessarily cause him 
to lose the appointment; and a manager who refuses 
to join an appropriate club would be unlikely to be 
appointed. 

The managers of the branch in question had been 
elected members of the Devonshire Club for forty 
years past, and the appellant was elected a member 
on his appointment. The annual subscription was 
£21. The appellant's entrance fee and subscription 
were reimbursed by the bank. The appellant used the 
club for returning hospitality, and he lunched there 
fairly frequently so as to keep in touch with the 
members, He rarely used the club for any other 
purpose. When he was appointed as manager of the 
branch, the appellant was already a member of the 
Royal Automobile Club, and by agreement with the 
bank he continued his membership of that club; and 


as he was able to enjoy some personal advantage 


therefrom it was agreed that the bank should re- . 


imburse only half the subscription of £12 125. 

'The appellant claimed to deduct the /21 and 
the £6 6s in computing his emoluments under 
Schedule E. The General Commissioners decided 
that although the appellant was necessarily obliged 
to incur the expenses of the subscriptions, the 
expenditure was not wholly, exclusively and neces- 
sarily made in the performance of his duties; and that 
therefore the deduction was inadmissible. 


Held: the General Commissioners! decision was 
correct. 


Jenkinson v. Freedland 
In the High Court of Justice (Chancery Division) 
November 17th, 1960 
(Before Mr Justice DANCKWERTS) 


Income tax - Director of companies — Purchase of stills — 
Put into working order — Sold to two of his companies – 
Whether adventure in the nature of trade – Income Tax 
Act, 1952, Section 526. 


'he respondent was a director of each of two 
companies, in which he owned a considerable amount 
of the share capital, and he owned all the shares in 
the third company of which he was not a director. In 
April 1951 he purchased two large stills from the 
Distillers Co Ltd. The machinery of the stills was 
clogged by a resinous substance. The appellant 
inspected the stills before purchasing the two for 
£160. He cleaned the stills, and put them into working 
order, and sold them to two of his companies for 
£3,750 each. 

The General Commissioners decided that the 
transaction was not an adventure in the nature of 
trade. 


Held: the decision of the General Commissioners 
could not be supported; the respondent purchased the 


stills for resale; and the transaction was one in the 
nature of trade. 


^а 
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THE INSTITUTE.OF CHARTERED 
. ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, December 7th, 1960, at the Hall of 
the Institute, Moorgate Place, London, EC2, there 
were present: 


Mr S. J. Pears, President, in the Chair; Mr P. F. Granger, 
Vice-President; Messrs E. Baldry, о.в.в., W. L. Barrows, 
Т. A. Hamilton Baynes, J. Н. Bell, Н. A. Benson, c.8.., 
P. F. Carpenter, Sir William Carrington, Messrs G. T. E. 
Chamberlain, D. A. Clarke, J. Clayton, C. Croxton-Smith, 
W. G. Densem, S. Dixon, W. W. Fea, Sir Harold Gillett, 
Bt., M.c., Messrs J. Godfrey, С. С. С. Goult, J. S. Heaton, 
D. V. House, Sir Harold Howitt, G.B.E., р.5.0., M.C., Messrs 
J. A. Jackson, H. O. Johnson, H. L. Layton, R. B. Leech, 
M.B.E., E. N. Macdonald, p.r.c., R. McNeil, J. Н. Mann, 
M.B.E., К. P. Matthews, W. Bertram Nelson, C.B.E.,, W. E. 

У Parker, c.5.5., C. U. Peat, m.c., Е. E. Price, P. V. Roberts, 
І. W. Robson, Sir Thomas Robson, M.B.E., Messrs К. С. 
Shuttleworth, D. Steele, C. M. Strachan, o.B.E, J. E. 
Talbot, A. D. Walker, A. H. Walton, M. Wheatley Jones, 
E. F. G. Whinney, J. C. Montgomery Williams, R. P. 
Winter, с.в.Е., M.C., E. К. Wright, Sir Richard Yeabsley, 


све. . 
Audits of Building Societies 


On the report of the Parliamentary and Law Commit- · 


tee, following consideration of a memorandum sub- 
mitted by the Taxation and Research Committee, the 
Council approved a statement for the guidance of 
members who are auditors of building societies. The 
statement follows upon the enactment of the Building 
Societies Act, 1960. A copy is being sent to each mem- 
ber (or firm in which members are partners) known to 
be auditor(s) of a building society. Anyone wishing to 
obtain a copy may do so, without charge, on applica- 
tion to the offices of the Institute on and after Decem- 
ber rgth, 1960. 


Documents Issued by Companies in Connection 
with ‘Rights’ Issues and Similar Matters 


When companies send circulars to shareholders in 
connection with 'rights' issues and similar matters, it 
is the usual practice to state on the documents: ‘If you 
do not fully understand this document you should 
consult your stockbroker, banker or solicitor.’ The 
Council has raised with the Stock Exchange, London, 
and the Issuing Houses Association, the omission of 
any reference to accountants as persons to be con- 
sulted where advice is required. The Council is 
pleased to report that the Stock Exchange Com- 
mittee on Quotations and the Executive Committee of 
the Issuing Houses Association have approved of the 
inclusion of ‘professional accountant’ in the list of per- 
X sons to be consulted. The Council therefore hopes that 
this practice will be adopted by companies issuing such 
documents. 
Partnership Assessments 
The Council has the permission of the Inland Revenue 
to publish for the information of members the follow- 
ing terms of the indemnity which it is the practice of 
the Revenue to ask partners to sign before Form 329 
will be supplied. 


Schedule D assessment 
(partnership name) for the 


To Н.М, Inspector of Taxes 
District ..... 







eing all the partners* who were 
(partnership 
name) in the period i P UP MUR 
(period as in heading) request you to furnish a statement 
showing, by reference to the share of profits of each 
partner and the allowance or deductions given to him in 
the partnership assessment, how the Schedule D tax on 
the partnership for that period has been computed, and 
we agree that nothing in the statement shall be taken to 
imply any departure from the provisions of Section 144, 
Income Tax Act, 1952. 

Signatures: ................... ннн 









*Including, in the case of a deceased partner, his legal 
representative(s). 


Advisory Council for Education for Management 


Mr W. W. Fea, B.A., F.C.A., was nominated to represent 
the Institute for a period of three years as from 
January rst, 1961, on the Advisory Council for Educa- 
tion for Management which the Minister of Education 
is setting up jointly with the Secretary of State for 
Scotland and the Minister of Education for Northern 
Ireland. 
Registration of Articles 


The Secretary reported the registration of 505 articles 
of clerkship during the last month, the total number 
since January 1st, 1960, being 2,716. 


Members Commencing to Practise 


The Council received notice that the following mem- 
bers had commenced to practise: 


Allan, David, a.c.a., а1960; Н. S. Humphrey & Co, 17 
Gildredge Road, and то Gildredge Road, Eastbourne. 
Baker, Douglas Robert Pelham, A.C.A., 251957; touche, 
. Ross, Bailey & Smart, 3 London Wall Buildings, London, 
EC2, and at Birmingham. Е 

Barritt, Alan Daniel, a.c.a., 21958; 44 Fowberry Crescent, 
Fenham, Newcastle upon Tyne, 4. 

Blackburn, Michael John, A.C.A., 21953; | Touche, Ross, 
Bailey & Smart, 3 London Wall Buildings, London, 
EC2, and at Birmingham. 


a indicates the year of admission to the Institute. 

aS indicates the year of admission to the Society of Incor- 
porated Accountants. 

Firms not marked | or * are composed wholly of members 
of the Institute. 

+ against the name a firm indicates that the firm, though 
not wholly composed of members of the Institute, is com- 
posed wholly of chartered accountants who are members of 
one or another of the three Institutes of chartered account- 
eants in Great Britain and Ireland. 

* against the name of a firm indicates that the firm is not 
wholly composed of members of one or another of the 
three Institutes of chartered accountants in Great Britain 
and Ireland. ' 
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Boatman, Brian William Victor, A.C.A., a1960; 9 Station 
Road, West Drayton, Middlesex. 
Boulton, Richard, A.C.A., a1950; Lovewell Blake & Co, зо 


Suffolk Road, Lowestoft, and at Halesworth, Norwich ' 


and Great Yarmouth. 

Clarke, Bernard Henry, A.C.A., 251954; Holman & Co, 
Finsbury Court, Finsbury Pavement, London, EC2. 

Dwan, Gerald, A.C.A., 21960; то Withenfield Road, North- 
ern Moor, Manchester, 23. 

Everton, Cecil Frederick, A.C.A., а1950; Dauncey & Co, 22 
Broad Street, Worcester, and at Norwich. 

Frankel, John Lewis, a.c.a., 21958; Grainger, Bonn & Со, 
73/74 Marylebone High Street, London, W1. 

Hendy, Thomas George Charles, r.c.a., 251937; John L. 
Sanderson & Co, Brent Pelham, near Buntingford, Herts. 

Hibbs, Roger Weymark, A.C.A., 21951; Mills, Hawes, 
Harper & Co, 3 Bank Buildings, Cranleigh, Surrey, and 
at Guildford, London and Woodford Green. 

Hill-Allen, Geoffrey Walter, A.C.A., 21960; 78 Northumber- 
land Avenue, Hornchurch, Essex, and at Brentwood. 

Hollis, Benson, F.c.a., a1937; Guyton & Co, Clarence 
House, 21 St Margaret’s Green, Ipswich. 

Howard, William, A.C.A., 251957; 274 Carlton Road, Rom- 
ford, Essex. 

Jones, Malcolm Edward Garnsey, A.C.A., 01958; Daven- 
port, Jones & Co, 521 Kingsbury Road, Kingsbury, 
London, МҸ. 

Kershner, Harold, B.A., A.C.A., 21960; 64 Cavendish Road, 
Kersal, Salford 7, Lancs. 

Longbottom, Keith Sykes, a.c.a., 21957; J. A. Harris & 
Co, P.O, Box 11, 23 Regent Street, Barnsley. 

MacAdie, Eric William, F.c.a., a1933; Barton, Mayhew & 
Co, Alderman’s House, Bishopsgate, London, EC3; for 
other towns see Barton, Mayhew & Co. and *Barton, 
Mayhew & Co. 

McLennan, John George (jun.), A.C.A., a1960; 2A East- 
bourne Avenue, Walker, Newcastle upon Tyne, 6. 

Matthews, John Graham, a.c.a., a1958; Thornton Baker 

Co, 17 Coton Road, Nuneaton, 

Mellor, Michael Edward, a.c.a., a1960; 361 Watford Way, 
Hendon Central, London, NW4. 

Mendelssohn, Peter, A.C.A., a1956; Barton, Mayhew & Co, 
Alderman's House, Bishopsgate, London, EC2; for 
other towns see Barton, Mayhew & Co, and *Barton, 
Mayhew & Co. 

Mitcalfe, ‘Thornton Percival, A.C.A., 21956; Gilchrist, Tash, 
Wilson & Sansom, Cleveland Buildings, Queen’s Square, 
Middlesbrough. 

Morris, Albert, A.C.A., a1960; 29 Carruthers Street, Liver- 


pool, 3. 
Pickin, Joseph Reginald, F.c.a., aS1942; Trenfield, Williams 
Co, 7 Falcondale Walk, Westbury-on-Trym, Bristol. 
Rush, Louis, F.C.A., а1932; 114 Stafford Road, Bloxwich, 
Walsall, Staffs. 

Santocki, Janusz, B.COM., A.C.A., атдбо; 53 Kingscourt 
Road, Streatham, London, SW16. А 
Sharpe, Norman Arthur, F.c.a., 21932; W. Е. Ratnett & Со, 

6 Blagrave Street, Reading. 

Shevlin, Peter Borrowdale Spencer, A.C.A., 21957; А. C. 
Curry & Co, 13 Grey Street, Newcastle upon Tyne, 1. 
Smith, Ira, A.C.A.. a1960; Hooper & Smith, 31 Hall Lane, 

Pelsall, near Walsall, and at Wolverhampton. 
Sporle, Walter Geoffrey, F.c.a., 251936; Alfred Nixon, Son 
& Turner, 40 Brazennose Street, Manchester, 2. 

Stark, Adrian David, a.c.a., a1954; David Stark & Co, 14 
St James's Mansions, West End Lane, London, NW6. 
Taffs, Alfred John, F.c.a., a81934; Barton, Mayhew & Co, 

Alderman's House, Bishopsgate, London, EC2; for other 
Pis see Barton, Mayhew & Co, and *Barton, Mayhew 
о. 
Taylor, Geoffrey, a.c.a., 21959; *W. Wells & Co, 18 Hall- 
field Road, Bradford, r. 

Thickbroom, Peter Alfred, A.C.A., а1960; 
Road, Palmer's Green, London, N13. 
Thompson, Garner, A.C.A., a1960; Е. Selby Burman & Co, 

55/57 Station Buildings, Altrincham, Cheshire. 


42 Devonshire. 
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Thornton, Graham Francis, A.C.A., 21959; С. Е. Thornton 
& Co, 187 Moorland Road, Burslem, Stoke-on-Trent. 
Tratalos, Terence, A.C.A., 251954; 2 Ellesmere Road, Man- 

chester, 21. 

Treby, Peter Henry, A.C.A., a1960; Royal Exchange Build- 
ings, 29/30 High Holborn, London, WC1. 

Twyman, Brian Charles, A.C.A., 41958; 57 Tabor Gardens, 
Cheam, Surrey, and at Leatherhead. 

Van Der Borgh, Jonathan, A.C.A., 01958; J. Van Der Borgh 
& Co, 8 East Heath Road, Hampstead, London, NW3. 
Vine, John Shephard, F.c.a., 21936; Donovan Whitehouse 

& Со, зо Bedford Row, London, WC1. 

Westwood, Peter Conway, A.C.A., 21951; TPeat, Marwick, 
Mitchell & Co, N.P. Bank Building, 113 Bute Street, 
Cardiff, and at Swansea. 

White, William Denys, A.C.A., 21958; 89 Cranworth Gar- 
dens, Brixton, London, SWọ. 


Williams, Brian Harding, A.C.A., 21954; Trenfield, Williams 


& Co, 7 Falcondale Walk, Westbury-on-Trym, Bristol. 
Wray, Ian Webster, A.C.A., a1960; Walter Smee & Co, 5o 
Monmouth Street, London, W.C.2. 
Wyatt, Wilfred Lynn, B.A.(ECON.), A.C.A., 291956; Alfred 
Nixon, Son & Turner, 40 Brazennose Street, Manchester, 
2. 


Re-admissions to Membership 


Subject to payment of the amount required by the 
Council, one former member of the Institute was 
re-admitted to membership under clause 23 of the 
supplemental Royal Charter. One application under 
clause 23 was refused. 

It was reported to the Council that the following 
re-admissions, made at the Council meeting on 
November 2, 1960, subject to payment of the amounts 
required, had become effective: 


Bruce, William Douglas Boyack, A.C.A., ‘Ardon’, Nassau 
Court, Nassau, Bahamas. 

Crabtree, Eric, A.C.A, St Mary's Priory, Storrington, 
Sussex. 


Resignations 


The Council accepted the resignations from member- 
ship of the Institute of the following with effect from 
December 31st, 1960: 


Barraclough, Allan, F.s.A.A., 37 Batley Field Hill, Batley, 

Yorks. 

en Wallace Sagar, A.C.A., 34 Leach Street, Prestwich, 

ancs. 

Down, Herbert Edwin, F.c.a., ‘Gillridge’, The Ridgeway, 
Friston, Eastbourne. 

Jones, William Peter, a.c.a., (Griffiths & Sutton), 152/154 
Lord Street, Southport. 

King, Percy Gordon, О.в.Е., Е.5.А.А., 17 Elmlea Avenue, 
Stoke Bishop, Bristol, 9. 

Nicholls, John, F.c.a., ‘Quorndale’, Station Road, Wom- 
bourn, Wolverhampton. 

Sutton, Thomas Hague, F.c.a., (Griffiths & Sutton), 152/154 
Lord Street, Southport. 


Deaths of Members 


The Council received with regret the Secretary’s »* 


report of the deaths of the following members: 


Mr Herbert Alfred Adams, F.c.a., London, 
» Reginald Angas, F.C.A., Ashtead. 
» Frederick John Beekes, r.c.A., Gloucester. 
» James Alexander Beeney, D.F.C., F.c.A., London, 
» Arthur Dex Birkhead, F.c.a., Prestatyn. 
» Bernard Charles Brown, F.c.a., East Grinstead. 
» Geoffrey Howard Brown, F.c.a., Middlesbrough. 
» Leslie Leonard Brown, F.c.a., Brentford. 
» Oliver Wessels Compton, F.s.a.a., Durban. 
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Mr Thomas Ellis Dent, F.c.a., Middlesbrough. 
» Lancelot Hector Francis, F.c.a., St Leonards-on-Sea. 
» John Ash Garland, F.c.a., Birmingham. 
» George Herbert Goodwin, F.c.a., Market Drayton. 
» Walter Joseph Green, Е.С.А., London. 

Cecil Freeman Gregg, Е.С.А., Wembley. 

» Henry Holmes, ғ.с.А., Brighton. 

» Charles Richard Humphries Hope, F.c.a., London. 

» Charles Weppener Hudson, F.c.a., London. 

» Ernest Arthur Hudson, F.c.4., London. 

» Clement Geoffrey Keys, F.c.a., Birmingham. 

» Cecil Henry Jefferson, F.c.a., Scunthorpe. 
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Mr William Jolly, M.A., Е.С.А., Hemel Hempstead. 

» John Francis Legg, ¥.c.a., Wallington. 

» Donald Frederick Madgwick, a.c.a., London. 

» Guy William Cleveland Neville, M.B.E., 
London. 

» Bertie Lees Read, 0.8.z., F.c.A., London. 

», Harry Vincent Stanton, F.S.A.A., Worcester. 

» George Fisher Toulmin, F.C.A., Preston. 

» Arthur Henry Forbes Wilkinson, F.C.A., 
Ditton. 

» Frederick Williams, F.c.a., Liverpool. 

» Richard Colnett Wright, M.A., F.C.A., Whitby. 


F.C.A., 


'Thames 


FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE 


Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a 
hearing held on November 2nd, 1960. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Max 
Dover, A.C.A., had been guilty of acts or defaults dis- 
> creditable to a member of the Institute within the 
meaning of sub-clause (3) of Clause 21 of the supple- 
mental Royal Charter in that he failed (a) within a 
reasonable time or at all to deal with repeated requests 
made 10 him by an accountant in relation to the 


affairs of a firm; (5) to reply to or to take any action in 
response to three letters written to him by an Under- 
Secretary of the Institute, so as to render himself liable 
to exclusion or suspension from membership of the 
Institute. The Committee found that the formal com- 
plaint against Max Dover, A.C.A., had been proved 
under both headings and the Committee ordered that 
Max Dover, A.C.A., of 17 Brandon Street, Birkenhead, 
be reprimanded. 


MEMBERS' LIBRARY 


The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


Accounting for Local and Public Authorities; by R. Side- 
botham and C. S. Page. 1960. (Gee, 405.) 

The Calculator: being . . . Tables for Computation, adapted 
to science, business, and pleasure; by James Dodson, 
accomptant. 1747. (Bernard Halliday, 36s 6d.) 

Chitty on Contracts; by J. Chitty: twenty-first edition by 
К. Scott, B. Clauson and others. 1955. Two volumes. 
Sixth cumulative supplement volume one, 1960. Fifth 
cumulative supplement volume two 1959; by F. M. 
Drake. (Sweet & Maxwell, 155s and 7s 6d.) 

Damages for Personal Injuries and death; by J. Munkman: 
second edition. 1960. (Butterworth, 305). 

The Dartnell Office Manager's Handbook; edited by C. M. 
Weld. Chicago. 1958. (Dartnell, 110s.) 

*Dymond’s Death Duties; by R. Dymond: thirteenth 
edition by R. K. Johns. Supplement 1960. Solicitors’ 
Law Stationery Society, 9s 6d.) 

The Economics of Agricultura! Land Tenure; by G. 
Hallett. 1960. (Land Books, 25s.) 

Exchange and Trade Control in Theory and Practice; by 
Н. Е. Evitt: fourth edition. 1960. (Pitman, 255.) 

The Finance Act, 1960; edited by A. D. Yonge and D. 
Bruce-Jones. 1960. (Butterworth, 255.) 

Foreign Securities and Taxation; edited by R. Mees and 
Zoonen. Amsterdam. 1960. (International Bureau of 
Fiscal Documentation, 205.) 

Gatley on Libel and Slander; by J. C. C. Gatley: fifth 

~ edition by R. O'Sullivan and К. L. McEwan. 1960. 
(Sweet & Maxwell, 1475.) 

Growth in the British Economy. (Political and Economic 
Planning.) тобо. (George Allen & Unwin, 30s.) 

Le Guide des negocians: et teneurs de livres... ; by De La 
Porte. Paris. 1685. 

How to Form a Private Company: twenty-sixth edition; by 
pod C. Morgan and С. E. Morris. 1960. (Jordan, 
55 6d. 

Jones's Studies in Practical Banking; by R. W. Jones: fifth 
edition by J. M. Holden. 1960. (Pitman, 25s.) 


~ 


Kerly’s Law of Trade Marks and trade names; by D. М. 
Kerly: eighth edition by R. G. Lloyd. 1960. (Sweet & 
Maxwell, 1475.) 

The Managing Agency System. (National Council of 
Applied Economic Research.) 1959. (Asia, 255.) 

'The Merchant's Companion; being a complete system of 
book-keeping . . . ; by William Kelly. Cork. 1774. 

'The 1960 Income 'l'ax Legislation; by A. S. Silke. Cape 
Town. 1960. (Juta, 525.) 

Quicker Reading; by H. Bayley. 1957. (Pitman, 215.) 

Receivership under the Mental Health Act, 1959; by H. F. 
Compton and R. Whiteman: second edition. 1960. 
(Solicitors! Law Stationery Society, 12s 6d.) 

Report... 1960. Cmnd. 1164. (Royal Commission on 
a Government in Greater London.) 1960. (H.M.S.O., 
285. 

The Sales Manager's Handbook; (edited) by J. C. Aspley: 
eighth edition. Chicago. 1959. (Dartnell, 110s.) 

Smith's Taxation: sixty-fourth edition; by A. E. Bevan, 
Huddersfield. 1960. (Advertiser Press, 155.) 

The Structure of Property Ownership in Great Britain; 
by E. V. Morgan. Oxford. 1960. (Clarendon Press, 
325 6d.) 

The Sun Insurance Office 1710-1960; by P. G. M. Dickson. 
1960. (O.U.P., presented.) 

'Taxation and Foreign Investment: a study of taxation laws 
in India. . . . (National Council of Applied Economic 
Research.) Second edition. 1960, (Asia, 205.) 

The Tax Gatherers; by J. Coffield. 1960. (Hutchinson, 15s.) 
Tongaati: an African Experiment; by К. С. Т. Watson. 
1960. (Hutchinson, 30s, presented by S. Morris, F.C.A.) 
Using Market Trends; by A. G. Ellinger. (Cambridge.) 

1960. (Investment Research, 6s.) 

Woodfall's Law of Landlord and Tenant; by W. Woodfall: 

e twenty-sixth edition by L. A. Blundell and У. С. Wellings. 
Two volumes. 1960. (Sweet and Maxwell, 2105). 


This book has been presented to all District Society 
Libraries under the grant of books scheme. 
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LONDON CHARTERED ACCOUNTANT 
STUDENTS’ ANNUAL DINNER 


Record Number of Members and Guests 


The forty-seventh annual dinner of the Chartered 
Accountant Students’ Society of London was held at 
Grosvenor House, London, last Monday, attended 
by a record number of nearly 1,500 members and 
guests. 


Mr W. E. Parker, C.B.E,, F.c.a., President of the 
Society, occupied the chair, and among those present 
were the Rt. Hon. Lord Evershed, p.c., Master of the 
Rolls; Мг Н. D. P. Lee, M.A., Headmaster of Win- 
chester College; Mr P. W. Milligan, Deputy Chairman 
of Lloyds; Mr S. John Pears, F.c.a., President of The 
Institute of Chartered Accountants in England and 
Wales; Mr R. E. J. Fisher, Chairman of the Committee 
of the Students' Society, and 


Messrs S. W. Alexander (Editor, ‘The City Press’); G. R. 
Appleyard, F.c.A. (Chairman, London and District Society of 
Chartered Accountants); Professor W. T. Baxter, B.COM., 
C.A. (Professor of Accounting, University of London); Sir 
Pridham Baulkwill, c.p.z. (Public Trustee), Messrs Е. 
Booth, С.А. (Chairman, Association of Scottish Chartered 
Accountants in London); A. Н. Carnwath (Managing Director, 
Baring Bros. & Co Ltd); Mrs F. E. Cayford (The Rt. Hon. 
the Chairman, London County Council; Mr Douglas A. 
Clarke, LL.B., СА. (Vice-President of the Students’ 


Society); Sir Edmund Compton, K.B.E., C.B., M.A. (Comp- 
‘troller and Auditor-General). 


Sir Gervais Tennyson d’Eyncourt, Bt. (Prime Warden, 
Fishmongers’ Company); Sir Harold Gillett, Bt., M.C., F.C.A. 





Mr W. E. Parker, C.B.E., Е.С.А., President of the Students’ Society (third from right) with Lord Evershed, P.c., Master of 


(Past President of the Students Society); Messrs J. H. 
Gunlake, с.в.. (President, Institute of Actuaries); J. E. 
Harris, B.COM., F.A.C.C.A. (President, Association of Certified 
and Corporate Accountants); D. T. Hicks (President, The 
Law Society); Sir Harold С. Howitt, G.B.E., D.S.0., M.C., 
LL.D., D.L., F.C.A. (Past President of the Institute, Past Presi- 
dent of the Students’ Society); Messrs J. Н. James, C.B. 
(Deputy Master and Comptroller Royal Mint); F. Keighley 
(Chief General Manager, National Provincial Bank). 

Messrs W. B. Langford, M.B.E. (Registrar of Joint-stock 
Companies); E. Long, в.с.1.5. (President, Chartered Institute 
of Secretaries); Alan S. MacIver, C.B.E., M.C., LLB, (Secretary 
of the Institute); Brian Manning, C.B.E, D.L., J.P., F.C.A. 
(Vice-President of the Students! Society); A. D. Marris, C.M.G. 
(Chairman, Issuing Houses Association); Sir ‘Theobald 
Mathew, K.B.E., M.C. (Director of Public Prosecutions). 

Messrs C. U. Peat, M.C., M.A., F.C.A. (Past President of the 
Institute); E. L. Richards, M.B.E., M.C., T.D. (Member of the 
Council, Stock Exchange); 'The Rt. Rev. J. A. T. Robinson, 
M.A., PH.D. (Bishop of Woolwichy, Sir 'Thomas B. Robson, 
M.B.E., M.A., F.C.A. (Vice-President of the Students’ Society). 

Messrs John Thompson, Q.c. (Vice-Chairman, General 
Council of the Bar); A. L. A. West, 0.8.8. (President, Insti- 
tute of Municipal Treasurers.and Accountants); J. R. Willis, 
C.B., C.M.G. (Deputy Chairman, Board of Inland Revenue); 
E. Kenneth Wright, M.A., F.C.A. (Vice-President of the 
Students’ Society); Sir Bruce Wycherley, M.C., F.c.1.5. (Man- 
aging Director, Abbey National Building Society); Sir 
Richard Yeabsley, C.B.E., F.c.a, (Member of the Council of 
the Institute). 


the Rolls, and (left to right) Mr P. W. Milligan, Deputy Chairman of Lloyds; The Rt. Rev. J. A. Т. Robinson, M.A., 
PH.D., Bishop of Woolwich; Mr Н. D. P. Lee, M.A., Headmaster of Winchester College, and Mr S. John Pears, F.c.a., 
President of the Institute. 


< 
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The toast of “The Students’ Society’ was proposed 

by the Headmaster of Winchester College, Mr H. D. P. 

Lee, M.A., who described in a witty and entertaining 

speech ‘one or two very elementary things’ he had 

" E ‘about the art about which you are learning so 
P much’. 


The ‘Right Recruits’ 


Responding, Mr Robert E. J. Fisher, Chairman of 
the Committee of the Students’ Society said: 


‘The future of our profession depends on two things. 
It is necessary to get the right recruits, and it may mean 
raising fees, offering bigger salaries and reorganizing 
offices. We should get the people we want into the profes- 
sion. They should not go into industry or become soldiers, 
gamekeepers or anything else. The other important thing 
is that having got the people into the profession we should 
get them into the Society, making sure they care about the 
Society and realize they are in it. 


"The three parts of the preparation of an articled clerk 
are mental, spiritual and physical. The mental preparation 
is the sort of stuff tutors dispense, academic knowledge and 
so on, Physical preparation is the sort of stuff you pick up in 

* the office, the sort of experience you get in the office. 'The 
spiritual side is what I call the lame dog of the Society; to 
try and develop this feeling that we belong to a profession, 
and certainly will belong to a profession if we pass our 
exams. То this end we have a social side – lectures — residen- 
tial courses — which are a very important part of our life 
because from these does grow that feeling of belonging to a 
profession, and that is a pretty good thing.’ 


'Tribute to Secretariat 


Mr Fisher paid tribute, for their work in the Society, 
to Mr К. J. Carter, B.COM., F.c.A., the Secretary, to 
Miss A. M. Large, A.C.L.S., the Assistant Secretary, and 
to Miss J. S. Dain, who was responsible for the dinner 
arrangements. He continued: 


"Hard as is the work those people do, there is a tremendous 
~ amount still to be done and I ask everyone here to give a 
hand in three ways — and this applies to both articled clerks 
and principals. First, talk about the Students’ Society; 
don't just remember this as the occasion. on which you got 
indigestion at the Students' Society's expense. 
*Remember during the year, when you meet people, to talk 
about the Students! Society and remember what it does. 
You will have plenty of opportunities for this when the 
Parker Committee reports, for they are bound to say some- 
thing. (Laughter.) Secondly, if you live іп the outback — 
anything more than about five miles from the City — and find 
it difficult for you or your articled clerks to get to the 
Society's meetings or you are not willing to allow them 
enough time, open a branch near your office. We stretch 
quite a long way. We have members in Dover, Southamp- 
ton.... We have members within quite a large radius of 
London. If there is no students’ society which your articled 
clerks personally can attend easily, get in touch with Mr 
Carter. All it needs is one or two keen people willing to give 
some assistance and they will get every assistance we can 
possibly give. It is the only way in which this massive 
»ySociety with over 6,000 members can function. Thirdly, 
encourage people to come to the Students' Society lectures. 
Articled clerks can encourage fellow articled clerks and 
principals can encourage other principals. 


"There are two ways in particular in which a principal 
can make this encouragement worth while. One is financial, 
for an articled clerk may feel that the few shillings needed to 
get to a meeting might be better spent in another way. Some 
firms do allow this and it is a jolly good thing, it is a reason- 
able expense to be allowed. (Applause.) The second is these 
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residential courses. Most of the people who come to. 
residential courses are paid for by their firms. This is 

tremendous, but the point is what about those who would 

like to attend very much but for financial reasons are unable 

to? I think this is a way principals could encourage other 

principals — to pay for or towards the education of articled 

clerks at residential courses. 


Mr Fisher concluded: 


‘Before I sit down I would like you to stand and drink 
to the health of the President of the Students’ Society to 
whom we are indebted for a good deal of work and to whom 
we hope we will be even more indebted for some, other 
work — Mr Parker.’ (Applause.) 





Presidents confer. Mr S. John Pears, F.c.a., President of 
the Institute (left) with Mr D. Т. Hicks, President of The 
Law Society. 


Welcome to the Guests 


Replying, Mr W. E. Parker said: 


“Thank you all very much indeed for drinking my health 
and thank you Mr Fisher for proposing it. The fact that this 
item was not on the agenda makes it all the more agreeable 
and may I, in reply, thank, on behalf of the Students’ 
Society, Mr Fisher and his colleagues on the Committee for 
a great deal of work which they are doing in their year of 
office. (Applause.) I would like to make reference to one 
matter which I thought Mr Fisher may have referred to but 
did not — the fact that this dinner was so over-subscribed 
that some firms who were taking tables had to take a sub- 
stantial cut in their requirements. It meant that some 
articled clerks and principals who would have liked to have 
been at the dinner could not come. Some are having dinner 
parties elsewhere. I would like to express our regrets that 
this room is no longer big enough to hold all those who wish 
to come." 


Proposing the toast of “The Visitors’, Mr Parker 
extended a warm welcome to their many 'distinguished 
guests, eminent representatives of Government, of 
municipalities, of professions — accounting and other 
— and of so many of the activities with which our work 
"brings us into contact. He concluded: 


* "Two years ago I advised you to think — or thwim". 
Last year I gave you a text from St Peter and advised you 
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to be sober and diligent. This year my advice to you is: 
“Keep on asking, Why?" Don’t misunderstand me; I don't 
mean why be sober, although that is probably a thought. 
(Laughter.) What I mean is do not accept as gospel the 
precepts handed down to you by your elders and betters 
whether they be your tutors or principals. Do examine the 
reasoning behind these things. Do dig down to the founda- 
tions of this reasoning. Are the foundations sound, are they 
still sound? If so, is the reasoning still sound? In the process 
you will probably drive the lot of us round the bend but the 
search for truth and, still more, its discovery, can be a painful 
business, 


‘I am sure that we need in our profession much more of 
this re-examination of our so-called principles, a questing 
for the truth, much more questioning and much more 
digging. If Lord Evershed will forgive me it is not enough to 
follow the example of one of his colleagues in an earlier age 
whose judgment in an extremely complicated case was: 
“I concur with the gravest of doubts.” (Laughter.) Research 
is an uncomfortable business. It is so very easy to be like 
the great Duke of Wellington who, when carrying out 
research on part of his land, uncovered some remains of 
archaeological interest. "Cover them instantly." he said. 
“These things give nothing but trouble." With that message 
to student members of the society to ask “Why?” I end by 
having the greatest pleasure in proposing to them and other 
members of the Society the toast of our guests, the visitors, 
coupled with the name of Mr P. W. Milligan.’ (Applause.) 





(Left to right) Mrs F. E. Cayford, the Rt. Hon. the Chairman, 

London County Council; Mr C, U. Peat, M.C., M.A., F.C.A., 

Immediate Past President of the Institute, and Mr Alan S. 
MacIver, C.B.E., M.C., B.A., Secretary of the Institute. 


Staff Problem 
In his reply Mr Milligan said: 


“I have learned from Mr Pears that there are over 34,000 
qualified chartered accountants in England and Wales. From 
a book I read I learn that over 3,200 practice in or around 
London. It is therefore reasonable to assume that some 25 
per cent or more of you here this evening will come to work 
in the City. There is one problem which is arising in the 
City in a big way, the difficulty of getting staff at the present 
moment due entirely, I think, to the poor conditions and 
increased costs of travelling and the high cost of living in ande 
around London. 


*Last Friday I heard the Minister of Housing say he has 
2sked 200 of the largest firms in London to try and move 
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the majority of their departments out of London. That will 
not help the situation as far as we in the City are concerned. 
It will be just as difficult to get staff as it is now, What is the 
remedy? I am going to suggest to you — a whole lot of people 
who are going to become chartered accountants — that some 
allowance should be made to the individual for travelling, 
say £50 or £60, (Applause.) It will at least be some com- 
pensation for those of us who have to stand in the train both 
ways. It is an idea and I throw it out to you. If you work on 
it, who knows, it may snowball,’ 


‘Highest Standards of Skill and Integrity’ 


The toast of "Ihe Institute of Chartered Account- 
ants in England and Wales’ was proposed by Lord 
Evershed, the Master of the Rolls, who said: 


‘My distinguished predecessor, Wilfrid Greene, once 
observed that according to his understanding some people 
thought that the function of a lawyer was to advise his 
client how to avoid making a contract with someone he did 
not know to buy goods he did not want, with money he had 
not got, under a contract which he did not understand. 
(Laughter.) ït is a fact that our literature contains, as far as 
I can make out, no such reference to the profession of 
chartered accountants. Until I met Desmond Lee a short 
time ago, I had thought of nothing better than ‘Thomas 
Carlyle’s reference to a witty statesman who said: “You can 
prove anything by figures" — which I understand must have 
applied to chartered accountants since, according to the 
Oxford Dictionary, an accountant is one who professionally 
makes up, note the words, makes up accounts. (Laughter.) 


*But the real truth is, and I must at once acknowledge it, 
that the community is immensely indebted to the profession 
of accountancy. In the first place there is no doubt whatever 
that realizing the significance in modern days of taxation 
they stole a march considerably on the profession of law and 
have been able to render great services to taxpayers. I don't 
resent that! It shows how those who guided the profession in 
the early days had not only skill but foresight. (Laughter 
and Applause.) But that is not all. There can be no doubt 
whatever that the insistence which the Institute has laid on 
the highest standards of skill and integrity has meant that 
your profession has earned, deservedly, not only great 
gratitude and respect but high fame; and for that we are 
indebted, as I say, greatly indebted, to the Institute. Let 
that never be forgotten.’ 


Some Words of Advice 
Responding, the President, Mr S. John Pears, said: 


‘I will start by saying that when you are qualified don't 
make the mistake of any chartered accountant who believes 
that he is the only person who can do a particular job or 
fill a particular post. It is quite untrue and does not get you 
anywhere. You will never give service to clients — or fill your 
pockets. Can I illustrate this by a simple example? If you are 
running a transport system you don't run it with one donkey 
but with a fleet of lorries or coaches. 

"Ihe same applies with accountancy practice. Learn to 
negotiate. This is something with which many accountants 
will not agree. Make up your minds what you are going to 


say. Unless you know the man very well, wait and surf 


him up when you get to the interview.’ 
After illustrating his point, Mr Pears concluded: 


'Another piece of advice I want to give is, don't be im- 
patient. If you want to get out of the profession wait for two 
or three years. You may be a late developer but may not 
realize it yourself. Lastly, don't take yourself too seriously. 
Learn to laugh at yourself — you will be in good company,’ 
(Applause.) 
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FUTURE ‘STILL PRECARIOUS’ 


Lord Amory’s Views at Exeter Chartered Accountants’ Dinner 


The former Chancellor of the Exchequer, now 
Viscount Amory of Tiverton, told members of the 
Exeter and District Branch of the Bristol and West of 
England Society of Chartered Accountants at their 
annual dinner at The Rougemont Hotel, Exeter, on 
Friday of last week, that the future, as far as inflation 
went, was still precarious. 


Lord Amory, who was proposing the toast of “The 
Institute of Chartered Accountants in England and 
Wales’, said it must never be forgotten that as a nation 
we earned our living by trade and without trade we 
were nothing as a nation. "We are not a nation of shop- 
keepers, but a nation of traders’, he said. 


Top Priority 


The top priority must be to do everything possible 
to help keep up a high level of international trade, and 
also safeguard the strength of the currency. 


‘We must do everything we can to make sure we аге 
competitors, Our course should remain relatively stable 
and our technical skill and technical equipment should be 
second to none. This means that we must maintain a very 
high rate of investment, and a very high rate of saving. 

‘How’, he asked, ‘are we faring at the present time? 

‘At the present time, production, investment — both 
public and private total savings— employment and con- 
sumption are all running at record levels. If the nation a 
year ago "never had it so good", statistically the nation 
was still having it better now.' 


'There were, however, said Lord Amory, one or two 
anxieties at the present time. The first was exports: 
last March the export picture began to deteriorate and 
today exports were dropping even a bit faster than 
world trade. While what was even more worrying was 
that Britain's share of world trade was also dropping; 
it was necessary to do very much better in the exports 
field. He went on: 

"The cost of living has been stable for two and a half 
years and over wages and dividends the Government has 
no direct control, but I fear if we don't look out we are going 
to find wages, and maybe dividends, rising faster this year 
than productivity. 

‘The basic problem ahead of us, which we must never 
lose sight of, is that the standard of living we shall get in. 
this country is not the standard of living we think we are 
entitled to, but the standard of living we can earn in a very 
competitive world.’ 


Ealier in his speech, Lord Amory disclosed that in 
1920 he had trained as an accountant. 


‘However many strange jobs may have come my way, I 
shall never regret the experience I acquired during that 
year, he said. ‘I should have been very glad if I had con- 
tinued in the profession, and in the course of time, who 
knows, I might have become a chartered accountant.’ 


He referred to accountancy as, ‘one of the most 
honourable professions of all’. 


Exeter’s Floods 


Proposing the toast of “The City and County of the 
City of Exeter’, the Rev. E. C. Mortimer expressed 
sympathy for all in Exeter who had suffered in the 
floods. 


Continuing, he said that it was well known that 
Exeter’s prosperity was something which was not only 
to be accounted for in monetary terms, but much more 
in terms of the spirit of the city, and the character of a 


_city great in history and great in name. The spirit of 


the city was perhaps indefinable, but almost tangible; 
it was always visible, and never more visible than in 
the early days of the nineteen-forties. 


Responding to the toast, the Mayor of Exeter, 
Alderman P. F. Brooks, thanked Mr Mortimer for his 
reference to the flooding the city had suffered. He 
added: 


*Many of our citizens have suffered the tragedy of floods 
on at least three occasions this year. The amount of distress 
has been tragic and the amount of response to the call for 
monetary relief has, in the face of the fact that public 
response has had to be diffused over such a wide area, been 
really quite magnificent. 

*We are gradually recovering, and I hope that such a 
thing will not happen again. And if there is anything which 
can be done by the City Council to prevent a further 
occurrence, that, I assure you, will be done.' 


Speaking on the rebuilding of Exeter, Mr Brooks 
said he believed the result would be a city which 
would be the pride of the west of England 


Other Speakers 


Other speakers were Mr W. С. Densem, F.C.A., a 
member of the Council of the Institute, Mr H. F. 


"7Shapland, M.B.E., F.C.A., Chairman of the Exeter and 


District Branch of the Bristol and West of England 
Society of Chartered Accountants, who presided, and 
Mr S. W. Wright, Pxesident of the Devon and Exeter 
Incorporated Law Society. 


JOHN .FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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UNION OF CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETIES 


Annual Conference in Southport 


The annual conference of the Union of Chartered 
Accountant Students’ Societies was held at Southport 
on Friday and Saturday of last week, with Mr G. B. C. 
Hughes, M.A., A.C.A., in the chair. 

After opening prayers by the Rev. К. Н. Hack, M.A., 
A.C.A., and a welcome by Mr Arthur Green, F.C.A., 
President of the Liverpool Chartered Accountant 
Students’ Association, fifty-one delegates from twenty- 
five students’ societies spent a total of seven and a half 
hours discussing subjects of interest and importance 
to articled clerks and to students’ societies, which had 
been brought before the conference by the member 
societies. In addition, they received the report of the 
annual meeting between members of the Council of 
the Institute and the Liaison Committee of the con- 
ference held in March 1960, during the course of 
which there had been discussion on grants from local 
authorities, local technical colleges, overseas students, 
support for the activities of students’ societies, salaries 
of newly-qualified accountants, information available 
to prospective articled clerks and the Council’s 
pamphlet The Importance of Students’ Societies. 


Relationship with Principal 


The conference devoted considerable time to the dis- 
cussion of the relationship between principal and 
articled clerk. Anxiety was apparent about the fact that 
in a relatively small number of offices not only was the 
articled clerk regarded as cheap labour rather than as 
a student under training for admission to an honour- 
able profession, but also that there were offices where 
the quality of the experience available was inadequate. 
Resolutions were adopted asking the Council to make 
clearer the personal obligation of principals for the 
training of their articled clerks and to emphasize the 
Steps to remedy conditions where they failed to attain 
the necessary standard. In this connection the im- 
portance of an adequate probationary period at the 
start of articled service was stressed. 

The perennial problem of securing better support 
for the educational activities of students' societies was 
discussed. Practical experience showed that the sup- 
port of principals was a factor of major importance and 
that the statement that a service paid for was more 
highly esteemed than one provided free was a com- 
plete fallacy. Compulsory attendance was also 
considered. 

The conference discussed suggestions for the better 
attainment of its own objects and spent some time con- 
sidering instances of excessive charges for travelling 
and accommodation expenses claimed by lecturers 
visiting some students’ societies. 


Grants from Local Authorities s 


The question of scholarships and grants from local 
authorities was explored. Information on obtaining 
grants was exchanged and the conference agreed to 


put to the Council of the Institute the suggestion that 
scholarships provided in appropriate conditions by the 
Institute might be a contribution towards the imple- 
mentation of the Council’s ‘strong opinion’ that no 
youth of ‘real ability or character should be prevented 
by lack of means from entering into articles’. 

This pronouncement came in for criticism on the 
ground that there was little real information on the 
actual conditions of articles in different parts of the 
country. It was stated that in some areas premiums 
were still being paid and it was not uncommon for 
articled clerks to receive no remuneration except a 
present at Christmas. The Institute was asked to make 
a sample survey so that the real facts could be estab- 
lished and to suggest a framework for articled clerks’ 
salaries so as to combat the attractions of industry. 
The question of salary in relation to study leave was 
also reviewed. 

Amongst other matters considered were co-operation 
between students’ societies, senior societies and other 
local societies; the part which technical colleges could 
take in the training of articled clerks; lecture timing; 
the accounting date for students’ societies; the dates 
of the examinations, and the amount of information 
available on the results. 

The report of Mr D. C. Farthing, Р.С.А., the 
Lecturers’ Panel Secretary, was received and the lively 
thanks of the conference were expressed for all that he 
did to make this useful service a success. 


New Officers 


The members elected to the Liaison Committee for 
the meeting in 1961 with members of the Council of 
the Institute, were R. F. Cheetham, R. E. J. Fisher, 
R. H. Hill, A. G. Horton, M. C. Roberts, D. K. Rowe- 
Ham, and the Chairman and Secretary. A very 
enthusiastic vote of thanks was given to Mr G. B. C. 
Hughes on the conclusion of his three-year period of 
office as chairman of the conference. Mr S. H. Reilly, 
A.C.A., was elected to succeed him for the next con- 
ference. The conference put on record their deep 
regret at the death of Mr Н. V. Barham, F.c.a., who 
had audited the accounts of the Union for many years. 
Other officers appointed for 1960-61 were: 


Treasurer: Mr P. Н. Dobson, J.P., Е.С.А. 
Auditor: Mr P. L. Neild, T.D., F.C.A. 
Secretary: Mr R. J. Carter, B.COM.; F.C.A. 


Conference Dinner 


When the conference adjourned on Friday evening, 
delegates enjoyed a dinner arranged by the Liverpool 
Students’ Association, Afterwards there were personal 
discussions of matters of interest to articled clerks and 
students' societies which extended into the early hours 
of the following day. The formal conference resumed 
at 9 a.m. on the Saturday. 
e 
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Notes and Notices 


PROFESSIONAL NOTICE 


Messrs Coorer Ввотненѕ & Со, Coopers & 
LvBRAND, and Carter & Co announce that as from 
December roth, 1960, their only address in Birming- 
ham will be at Chamber of Commerce House, 75 
Harborne Road, Edgbaston, Birmingham, 15. Tele- 
phone: Edgbaston 4584. 


Appointments 


Mr Н. А. B. Claypole, T.D., F.c.a., has been 
appointed a director of Sungei Kari (Sumatra) Rubber 
Estates Ltd. 

Colonel D. Н. Cameron of Lochiel, T.D., J.P., D.L., 
B.A., F.C.A., has been reappointed a Crown Estate 
Commissioner under the Crown Estate Act, 1956. 

Mr M. Elderfield, r.c.4., has been appointed 
assistant chief accountant of the South Eastern Gas 

: Board. 

Mr S. Spears, a.c.a., secretary of the Peachey 
Property Corporation Ltd, has been appointed an 
additional director of the company. Mr Spears will 
remain secretary of the company. 

Mr D. Conway Davis, A.C.A., has been appointed 
company secretary of David Lesley (Contractors) Ltd. 

Mr Geoffrey Franklin Lloyd, F.c.a., has been 
appointed a director of the Sungei Chinoh Rubber 
Co Ltd. 

Mr C. L. Parker, F.c.w.a., A.C.LS., deputy chief 
accountant of The British Drug Houses Ltd, has been 
appointed a director of the company. 

Mr J. D. Russell, M.A., F.C.A., has been appointe 
a member of the Board of Referees. · 


OBITUARY 
Doylah Tanfield, J.P., F.C.A. 


It is with regret that we have learned of the sudden 
death at the age of 73 of Mr Doylah Tanfield, J.P., 
F.C.A., senior partner in the firm of Wall & Tanfield, 
Chartered Accountants, of Birmingham. 

Mr Tanfield was admitted an Associate of The 
Institute of Chartered Accountants in England and 
Wales in 1909, in which year he commenced to practice, 
and was elected a fellow in 1921. For some time librarian 
and a member of the committee of the Birmingham 
and District Society of Chartered Accountants, 
he also served for eleven years as Secretary of Dudley 
Chamber of Commerce and from 1924 to 1930 was 
liberal member of Dudley Council, following his 
father, a former Mayor. For a number of years, he was 
honorary auditor of the Guest Hospital, Dudley. 

A keen lover of cricket, Mr Tanfield had been a 

, Vice-president of Worcestershire County Cricket Club 


and a past chairman of the Dudley Cricket Club. He 
was a life-long Methodist and his services were freely 
given to the church in the many offices which he held 
at various times. He leaves a widow, two sons and one 
daughter. His elder son, Mr D. Е. Т. Tanfield, F.c.a., 
was articled to him, and is now serving in an industrial 
appointment. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


Taxation and Research Committee 


The one-hundred-and-twelfth meeting of the Taxation 
and Research Committee was held at the Institute on 
Thursday, December 8th. There were present: 

Mr С. N. Hunter (in the chair); Messrs Е. W. Allaway, 
G. F. Ansell, G. R. Appleyard, J. T. Barraclough, R. D. R. 
Bateman, M.B.E., C. J. M. Bennett, C. V. Best, К. A. 
Buxton, W. R. Carter, J. Cartner, R. A. Chermside, 
L. H. Clark, N. Cassleton Elliott, E. S. Foden, C. R. P. 
Goodwin, R. O. A. Keel, H. Kirton, S. Kitchen, S. A. 
Middleton, G. P. Morgan-Jones, R. D. Pearce, L. Pells, 
J. Perfect, A. H. Proud, J. D. Reekie, D. W. Robertson, 
H. Robinson, C. Romer-Lee, H. G. Sergeant, H. Eden 
Smith, C. C. Taylor, А. С. Thomas, J. G. Vaughan, D. Т. 
Veale, J. W. Walkden, F. J. Weeks and G. H. Yarnell, with 
the Secretary and Assistant Secretary. 


Building Societies — Audits 
The Committee was informed that at its meeting on 
December 7th, 1960, the Council approved a state- 
ment for the guidance of members who are auditors of 
, building societies. 


Standing Sub-Committees 


Reports were received from the following Standing 
Sub-Committees: 

General Advisory Sub-Committee. 

Management Accounting Sub-Committee. 

Taxation Sub-Committee. 

Planning Sub-Committee. 


Ad hoc Sub-Committees 


Reports were received from four special sub-com- 
mittees. 


Future meetings 


'The next meeting of the Committee was arranged for 
Thursday, February 16th, 1961, at'2 p.m., and the 
following dates for future meetings have been fixed: 
'Thursday, April 27th, 1961. 

m June 15th, 1961. 

55 September 21st, 1961. 

j October 26th, 1961. 

p December 14th, 1961. 
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BOARD OF REFEREES 
Appointments by Lord Chancellor 

Mr Roy Borneman, Q.c., has been appointed by the 
Lord Chancellor to be chairman of the Board of 
Referees for the purposes of Section 287 of the Income 
‘Tax Act, 1952. He will also serve as chairman of the 
tribunal constituted for the purposes of Section 28 of 
the Finance Act, 1960. The Lord Chancellor has also 
appointed as members of the tribunal Sir William 
Carrington, F.C.A., Sir Richard Yeabsley, C.B.E., F.C.A., 
members of the Council of The Institute of Chartered 
Accountants in England and Wales; Mr A. H. 
Carnwath and Mr D. L. Pollock. 


OFFICIAL RECEIVER APPOINTMENTS 


The Board of Trade have announced the appointment 
of Mr Royston Bernard Howard, F.c.A., as an Assistant 
Official Receiver in the Bankruptcy (High Court) 
Department. 

They have also announced that Mr William 
Armstrong has been appointed Official Receiver for 
the Bankruptcy District of the County Courts of 
Newcastle upon Tyne, Durham, Sunderland, Stock- 
ton-on-Tees, Darlington and Middlesbrough, and that 
Mr Frederick Leonard Sage has been appointed 
Assistant Official Receiver for the Bankruptcy District 
of the County Courts of Cambridge, Peterborough 
and King’s Lynn; the Bankruptcy District of the 
County Courts of Northampton, Bedford and Luton; 
the Bankruptcy District of the County Courts of 
Ipswich, Bury St Edmunds and Colchester and the 
Bankruptcy District of the County Courts of Norwich 
and Great Yarmouth. 


LONDON AND DISTRICT SOCIETY 
OF CHARTERED ACCOUNTANTS 

We have been asked by the Secretary of the London 
and District Society of Chartered Accountants to 
advise members that notification will be given early in 
the New Year of the detailed arrangements for the 
luncheon, to be held on February oth, 1961, the 
dinner and dance, on March 8th, 1961, and the 
ТЕ пов Conference at Eastbourne on March 16-1811, 
1961. 

Members are asked to book these events, but not to 
write in until the application forms have reached them. 


MANAGEMENT DEVELOPMENT 
A survey of training schemes within industries of 
varying sizes is being carried out by the British Institute 
of Management and the interim report has just been 
published.! 
The report, which extends to sixty-five pages, 





1 Management Development Schemes, British Institute of 
Management, 80 Fetter Lane, London, EC4. Price 175 ба net. 
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summarizes the information obtained so far and 
contains the results of an investigation of the practices 
of over thirty undertakings. Objectives in management 
training and development are examined in some detail, 
together with the steps already taken by companies in 
evolving a systematic plan of development for man- 
agers. Methods of appraisal, recruitment and selection 
of potential and established managers are also described. 


B.C.A.C. DEVELOPMENTS 


Speaking at a luncheon meeting held in London last 
week to mark the reconstitution of The British Con- 
ference on Automation and Computation (referred to 
in our issue of October 29), Sir Walter Puckey, 
M.I.PROD., F.B.I.M., chairman of the Conference, said 
that to promote the various aspects of its work the 
Conference had decided to set up three panels of 
members to deal with education and training; research 
and development; and public relations. 

Sir Walter also announced that arrangements were 
well advanced for the holding of a conference at 
Harrogate from June 27th to 3oth next, under the 
general title ‘Automation, men and money’, 


HOUSING STATISTICS 


The eleventh annual return of housing statistics for 
1959-60, published by The Institute of Municipal 
‘Treasurers and Accountants,! contains comprehensive 
figures of all county boroughs, the metropolitan 
boroughs (including the City of London), the London 
County Council together with 257 non-county 
boroughs, 376 urban district councils and 307 rural 
district councils. Analyses shown include income and 
expenditure of housing revenue accounts, dwellings 
owned by local authorities and details of rent and 
rebate schemes. 

In a summary giving the average capital cost of 
houses completed and the average net rents charged 
at March 315, 1960, the lowest cost of two-bedroom 
houses is shown as £1,043 and the highest as £2,263, 
with rents ranging from 8s 6d to 54s a week. For three- 
bedroom houses rents ranged from 12s 3d to 60s. 


INSTITUTE OF OFFICE MANAGEMENT 


At a recent meeting of the Institute of Office Manage- 
ment, formerly the Office Management Association, 
details were announced of a new organization for 
office supervisors. To be known as the Office Super- 
visors! Division of the Institute of Office Management, 
the organization will provide facilities for office super- 
visors similar to those which the Institute has made 
available to office managers for over forty years. 


! Housing Statistics, 1959-60. The Institute of Municipal 
Treasurers and Accountants (Incorporated), 1 Buckingham 
Place, London, SW1. 15s post free. 
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Building Society Audits 


HEN the House Purchase and Housing Act came into 

force on June 14th, 1959, a number of building societies 

by complying with certain stringent requirements — in 
particular with regard to liquid funds and reserves — were deemed 
by the Chief Registrar of Friendly Societies to be eligible to 
receive funds on deposit for investment by trustees. Today 
there are about 200 societies so designated and it seems a natural 
corollary that with, as it were, so much at stake, the law governing 
the accounts and audit of these undertakings, for long regarded 
as less than adequate, should be revised. This has now been done 
and the Building Societies Act, 1960, which became operative on 
October 1st, would appear to go the whole way towards reassuring 
even the most timid trustee as to the soundness of the designated 
society in which he proposes to put money in his care. Indeed, 
because of the improvements in the manner of presentation of the 
financial accounts of these concerns which have now become 
obligatory, he may the more easily when making his choice com- 
pare one society with another on the perfectly valid assumption 
that, to paraphrase GEORGE ORWELL, although all designated 
societies are sound some are sounder than others. 

One of the consequences of this admirable enactment for the 
auditor of a building society is that he will now have to give to 
the accounts— and the accounting system behind them – the 
same keen and critical scrutiny he at present bestows on the 
accounts and records of those companies on which he has to 
report under the terms of the Companies Act of 1948 and by way 
of preparing him for this orientation of outlook, the Council of 
The Institute of Chartered Accountants in England and Wales 
has published a statement – the first part of which is reproduced 
on other pages in this issue — setting out the provisions of the new 
Act relating to the accounts and the audit. 

'The fundamental change, in essence, is that the audit of a 
building society's accounts is no longer merely an identification 
parade of its transactions, so that the auditor can conscientiously 
say that the annual statement is ‘correct, duly vouched and in 
accordance with law'. It devolves on the directors to produce 
intelligible accounts and on the auditor to report that they are 
*true and fair' or otherwise and the Council's pellucidly clear 
statement should make his preparatory task of revising audit 
procedures and programmes very much easier. Thereafter — and 
the Council's statement emphasizes this — each auditor must use 
his own professional skill and judgment as to the nature and 
extent of the checks he makes. 


794 


THE 
ACCOUNTANT 


December 24th, 1960 


Professional Negligence 


by A BARRISTER-AT-LAW 


men, run the risk of incurring liability 

for negligence should their standard of 
skill and care fall below that of the profession as 
a whole, which is, by and large, what the law 
requires of them. In addition, they may be liable 
as auditors for breaches of statutory duty. The 
liability of auditors arises under three separate 
heads: 


(i) negligence; 

(ii) misfeasance under the Companies Act, 
1948; and 

(iii) criminal liability under the Companies 
Act, 1948, the Larceny Acts, 1861 and 


1916, and the Falsification of Accounts 
Act, 1875. 


оо like other professional 


In an article in The Accountant of July 16th, 
1960, a contributor dealt at some length with 
misfeasance and criminal liability and also 
referred to the recent case of De Savary v. 
Holden Howard & Co (The Times, January 12th, 
1960) where accountants were found not guilty 
of negligence on the ground that there was 
nothing to show that accounts in question were 
carelessly prepared or to raise suspicion that the 
books of the company were inaccurate, as was 
in fact the case. 

In this article it is proposed to set out the 
general principles underlying the responsibility 
of accountants for negligence. Briefly stated, 
accountants are only liable at common law if, 
though they have failed to exercise reasonable 
skill and care, there is (a) a contractual relation- 
ship, or (5) a fiduciary relationship between the 
parties, Whether or not a contractual relationship 
exists 18 not always easy to determine, and a 
fiduciary relationship may be even less easy. 


Contractual Relationship 


A leading case on the necessity for a contractual 
relationship between the parties if the plaintiff is 
to succeed (subject to what is said later) is Le 
Lievre v. Gould ([1893] 1 Q.B. 491) There, 
mortgagees of the interest of a builder under a 


building agreement advanced money to him on * 


the: faith of certificates given by a surveyor that 
certain specified stages in the progress of a 


building had been reached. These certificates 
contained untrue statements as to the progress of 
the buildings but there was no fraud on the part 
of the surveyor. It was held that the mortgagees 
could not succeed in an action against the 
surveyor, because the surveyor had not been 
appointed by the mortgagees and there was no 
contract between them. 

This decision was applied in the well-known 
case of Candler 9. Crane Christmas & Со ([1951] 
1 All E.R. 426), where accountants prepared a 
company’s accounts and balance sheet knowing 
that they were wanted by the managing director 
of the company for the purpose of inducing the 
plaintiff to invest money in the company, which 
he did. The accounts were honestly but. negli- 
gently prepared by a clerk of the accountants and 
did not give a true picture of the financial posi- 
tion of the company so that the plaintiff lost his 
money. Again the action failed due to the absence 
of any contractual relationship between the 
plaintiff and the accountants. 

In De La Bere v. Pearson Ltd ([1908] 1 K.B. 
280), on the other hand, the plaintiff was success- 
ful. Newspaper proprietors advertised that their 
City editor would answer readers' requests for 
financial advice, and in response to a request for ^ 
the name of a good stockbroker the newspaper 
replied with the name of an outside broker who 
was an undischarged bankrupt. The reader sent 
him money for investment which he mis- 
appropriated and the newspaper was held liable 
for not taking reasonable care to recommend a 
good broker on the ground that there was a con- 
tract between it and its reader. 


Duty of Secrecy 


The case of Fogg v. Gaulter & Blane (Bao 
journal, November 4th, 1960) appears to have 
been decided on the footing that there was a 
contract or quasi-contract between the plaintiff's 
deceased husband and the defendant accountants. 
The circumstances were rather unusual. A testa- 
tor at some time during his life was the owner of 
a house and land at Blackpool where he carried 
on business as a poultry keeper. He was assisted 
in this business by his son, the plaintiff's hus- 
band, who predeceased him in 1949. Following 
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the testator’s death in 1951 his. personal repre- 
sentatives, in an earlier action, commenced pro- 
ceedings against the plaintiff (in the second 
“ action), as personal representative of the son, 
claiming a declaration that the house and busi- 
ness formed part of the testator’s estate and also 
claiming possession of the property. The defence 
to this earlier action was that in 1944, a partner- 
ship which had hitherto existed between the 
testator and his son was dissolved upon the terms 
that the house and business should belong to the 
son absolutely. 

Solicitors acting for the plaintiffs in the earlier 
action inquired of the defendants in the second 
action whether they had in their possession 
copies of income tax returns made by the testator 
which would give any indication as to the exist- 
ence or otherwise of the alleged partnership. 
. Upon receiving a favourable reply, the solicitors 
inspected the accountants’ file, and there found 
copies of the income tax returns of the son also, 
for the preparation of which instructions had 
been given to the defendant accountants by the 
testator. The solicitors then applied to the 
accountants for copies of the son’s returns, 
which were supplied to them without protest and 
without threat or pressure of any kind being put 
upon them. 

The earlier action was compromised. In the 
second action the plaintiff alleged that the defend- 
ants had acted improperly by delivering the 
income tax returns of her husband to the other 
side in the first action. She said that the copy 
returns contained 


‘an alleged acknowledgement by my husband that 
his father . . . was the owner of the property and 
land . . . thereby destroying my claim to the 
beneficial ownership of the property and the 
Statute of Limitations . . .'. 


Judge Brown (Deputy of the Vice-Chancellor) 
held that the son had been the accountants' client 
and that the accountants owed the same duty to 
him (and therefore to his personal representa- 
tive) as they would have owed to the testator. 
In the course of litigation, the production of the 
income tax returns might have been compelled, 
but it was quite wrong and a serious breach of 
> duty on the part of the defendants to produce 
the documents in the first action without the 
present plaintiff's consent and without an order 
of the Court. 

However, an admission in an income tax 
return was made to the Commissioners of Inland 
Revenue and to no one else, and could have no 
effect whatever on a claim based on the Limita- 
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tion Act, 1939; moreover, the first action had 
been settled. Still, if accountants disclosed income 
tax returns otherwise than under the compulsion 
of the Court, it would greatly destroy the con- 
fidence which should obtain between them and 
their clients. The plaintiff would be awarded 
damages of f100—a sum which was not large 
but, at any rate, was not derisory. 


Fiduciary Relationship 


In Plowright v. Lambert ((1885) 52 L.T. 646, 652) 
Field, J., said: 


‘the fiduciary relation does not depend upon any 
particular circumstance. It exists in almost every 
shape. It exists, of course, notoriously in the case 
of trustee and (beneficiary); it exists in the case of 
guardian and ward, of parent and child, of solicitor 
and client’. 


In Erskine v. Sachs ([1901] 2 К.В. 504), a broker 
on the stock exchange when selling to ‘close the 
account’ was held to be in a fiduciary relation to 
his client, and there is little doubt that the rela- 
tionship can be brought into being in the case of 
accountant and client. 


In Nocton v. Ashburton (Lord) ((1914] A.C. 932), 
the principle established in Le Lievre v. Gou 
was modified so as to render the defendant liable 
in negligence where there was only a fiduciary 
relationship between him and the plaintiff. In 
that case, a mortgagee brought an action against 
his solicitor claiming to be indemnified against 
the.loss sustained by having been improperly 
advised and induced to release part of a mortgage 
security whereby the security became insufficient. 
'The mortgagee succeeded on the footing of a 
breach of duty arising from the fiduciary relation- 
ship between the parties. 

A decision that is not so easy to. follow was 
given by Salmon, J., in Woods v. Martins Bank 
Lid ([1958] 3 All E.R. 166). In this case, negligent 
investment advice was given to the plaintiff by a 
branch manager of the bank when, on one of the 
material occasions, the plaintiff was not a cus- 
tomer of the bank but a potential customer. It was 
part of the bank’s business, however, to give 
investment advice to customers and potential 
customers, and negligence having been proved, 
both the bank and its manager were held liable 
in damages. For most of the time the plaintiff 
(who shortly after meeting the branch manager 
became a customer of the bank) was in con- 

*tractual relationship with the bank and he was 
probably in contractual relationship with the 
bank for the whole of the time; but there was 
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no such relationship between the plaintiff and 
the bank manager and the latter was held liable 
on the footing of a fiduciary relationship. 

An appeal was entered but withdrawn, so that 
there is no knowing what the outcome would 
have been. As it is, the decision contains two 
lessons for accountants who, with stockbrokers 
and bank managers, share the honour of giving 

_investment advice professionally. If they hold 
themselves out as giving investment advice to 
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clients or potential clients they will be liable to 
either if their advice is negligently given. 
Secondly, it would seem that if, say, it is a 


managing clerk who gives the negligent advice, `= 


then he will be liable in damages no less than the 
firm employing him. But it is well-established 
law that for giving negligent advice gratuitously 
there can be no liability, whether the advice be 
given by a person having special knowledge of 
the subject or not. 


Church Accounts 
AN AUTHORITATIVE NEW HANDBOOK 


Reviewed by SIR MORTIMER WARREN, F.C.A. 
Secretary, The Church Commissioners for England 


tative handbook on the finances of the 
church at parochial level, and the author of 

this newly-published book!, Miss F. V. Slade, is 
to be congratulated on tackling the subject in such 
a comprehensive manner. As one would expect 
after ber previous forays into the field of church 
finance, Miss Slade has shown a remarkable 
knowledge of her subject and, moreover, has the 
gift of being able to make a comparatively tech- 
nical subject completely clear to the inexperienced 
beginner. In this lies the real value of her book. In 
so many parishes, the person most closely con- 
nected with church finance — be he treasurer or 
churchwarden – has little or no knowledge of ac- 
countancy. This book will be of real value to him. 
Church Accounts covers a much wider field than 
its title suggests. It not only includes chapters 
dealing in detail with the basic principles оѓ 
accountancy such as the budget, the book- 
keeping and the preparation of the accounts, but 
it also provides much background material. The 
powers and duties of the parochial church council 
are described; hints are given on the care of 
church and churchyard; the position regarding 
the church hall is explained; the ways and means 
of raising funds are summarized. All this adds 
greatly to the interest of the book. When the 
extensive appendices on a variety of legal and 
practical matters are added, it can be seen that 


"T's has long been a need for an authori- 


————À ec —— ——— СИЕ 
1 Church Accounts. A comprehensive handbook dealing with 

accounts and finances connected with the church. By F. V. 

Slade, a.c.a. Сее & Co (Publishers) Ltd. London. 255 (26s 

post free). 


Miss Slade has covered her subject most 
thoroughly and has verified all her information 
from impeccable sources. 

Although primarily intended as a technical 
book, Church Accounts is always eminently 
readable. Miss Slade writes in a pleasant informal 
style and makes good use of diagrams and 
examples. If one may single out one chapter for 
special mention, it would be the chapter on deeds 
of covenant. One is tempted to think that it is 
awe of the slight complexities of the covenant . 
system that has deterred over half the churches 
from operating such a system and thereby losing 
the chance of obtaining extra income; if this is so, 
the treasurers of these churches would do well 
to read Miss Slade's book. She successfully makes 
it all seem very simple which, of course, it 
really is. 

Although the book is written primarily with 
reference to practice in the Church of England, 
much of what the author says will be of equal 
value to those dealing with the financial affairs 
of other denominations. Miss Slade's theme of 
the need for clear straightforward accounting has 
a universal application. The days when parochial 
finances could. hobble along with no budget, on 
a hand-to-mouth basis, are past. No parish can 7 
nowadays afford to have inefficient management 
of its finances, and Miss Slade's book removes 
the one remaining excuse for inefficiency or 
ignorance. Moreover, if one or two church 
auditors feel a twinge of conscience when they 
read Miss Slade's ‘Audit programme’, so much 
the better. 
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A Christmas Quotation 


The first letter of each answer fo the following general knowledge questions combines 

to form, without rearrangement, a seasonable quotation from Charles Dickens. Where 

the answer is a person’s name, the surname is given first. The solution is to be found 
on another page. 


. What was the island kingdom in the Ionian 


Sea of Ulysses? 


. What English climber, in 1865, led the first 


party ever to climb the Matterhorn? 


. What is the term which denotes the repre- 


sentation of ideas by graphic signs? 


. What was the name (now preserved only as 


the title of a City livery company) of a maker 
of, in particular, bits and metal mountings 
for horses' bridles and, in general, small iron 
ware? 


. What is the strip of green land between two 


pieces of ploughed land called? 


. What was the name of Dr Johnson's cat? 
. Who with Mulvaney and Learoyd were 


Kipling's Soldiers Three? 


. Who in Greek mythology was the daughter 


of Night and goddess of vengeance and 
chastisement? 


. What is the philological term applied to the 


formation of words by an imitation of the 
sound associated with the thing designated – 
e.g. hiss, plop? 


. Of what South American republic is Monte- 


video the capital city? 


. What was the family name of the czars of 


Russia from 1613 to 1917? 


. What is the name of the process for the 


separation of precious metals from lead in 
which the alloy is heated in air and the lead 
becomes litharge and is removed leaving the 
precious metal? 


. Who was ‘the happy hypocrite’ of Max 


Beerbohm’s fantasy of that title? 


. Who, the son of Zeus and Europa, became the 


ruler of Elysium? 


. In what country is manufactured a liqueur 


called Strega? 


. What country has the international car 


registration letter ‘E’? 


. What Dickensian character was ‘a very 
. gentlemanly man, celebrated almost every- 


where for his deportment’? 


18. 


19. 


20. 


21. 


22. 


35. 


36. 


What was the name of Sir Clifford 
Chatterley's gamekeeper? ; 
Who is the Master of Trinity College, 
Cambridge? 

What well known principle in insurance was 
defined in the leading case of Castellian v. 
Preston? 

What was the sacred bird of the ancient 
Egyptians? 

Into what slang word, current in the First 
World War, was the French 'il n'y en a plus' 
corrupted? 


. What strait separates the Tierra Del Fuego 


islands from the mainland of South America? 


. What is the principal currency unit of 


China? 


. Who was the beautiful Greek girl in Byron's 


Don нап that died of grief as a result of 
being parted from him? 


. Who told Ptolemy I that there was no 'royal 


road' to geometry? 


. What musical tempo is faster than 'adagio' 


and slower than ‘andantino’? 


. Who, the supposed ancestor of all the 


Pharaohs, was the principal deity of ancient 
Egypt? 


. What London district has the postal reference 


SWi7? 


. What is the name of the sculptured leaf 


which is the distinguishing characteristic of 
a Corinthian capital? 


. What is the practice of prophesying by 


calling up the dead? 


. Who was the last of the twelve Caesars? 


What is the airport for Edinburgh? 


. What French village was the scene of the 


defeat of Charlemagne and the death of 
Roland? 

What is the Isle of Wight terminus for the 
British Railways car ferry service from 
Lymington, Hampshire? 

What is the capital city of Albania? 
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. What is the science relating to the study of 


birds’ eggs? 


. What is the branch of dynamics which 


investigates the action of forces in producing 
or changing the motion of a body? 


. Who, the most handsome of men, in addition 


to being granted the gifts of eternal sleep and 
perpetual vouth, was wooed by Diana, the 
goddess of the moon? 


. Who was the lifelong literary partner and 


friend of Karl Marx? 


. What kind of animal is a Wessex saddleback? 
. What name did Bunyan give to the Holy 


Spirit as personified in Pilgrim’s Progress? 


. What is the official organ of the Roman 


Catholic church in this country? 


. Who is the patron saint of all young virgins? 
. What is the legal term denoting slackness or 


negligence, particularly in claiming a right 
or relief? 


. What is the national summer sport of 


Canada? 


. Which river is common to Toledo in Spain 


and Lisbon in Portugal? 


. Who is commonly regarded as the father of 


medicine? 


. What festival in the Christian calendar is 


celebrated on January 6th? 


. Who was the author of the best-selling 


Victorian novels — The Heir of Redclyffe and 
The Daisy Chain? 


. On which of the Great Lakes stand the 


American cities of Buffalo and Cleveland? 


. What in Latin is the first sign of the Zodiac? 
. What in English is the first sign of the Zodiac? 
- Who is the Russian equivalent of John Bull? 
. Who was the champion jockey immediately 


prior to Gordon Richards? 


. Where in Paris is the tomb of Napoleon 


Bonaparte? 


. What Arctic rodents periodically leave the 


shores of Norway in great numbers and swim 
out to sea until they drown themselves? 


. Who was Sir Walter Scott's son-in-law and 


official biographer? 


. What is the only English cathedral with 


three spires? 


. What substance, used in cooking and pre- 


serving, is made from the air-bladders of 
sturgeon and other fish? 


. What European ay. is known as the 


Serenissima? 


62. 


63. 


64. 
65. 
66. 


67. 
68. 


69. 
70. 


* 85. 
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What is the special title given to the short 
stanza at the end of a ballade? 

What angel, according to Milton, was with 
Zephon ordered by Gabriel to search for > 
Satan after he has found his way into 
Paradise? 

In which English cathedral city is the parish 
church of St Peter Mancroft? 

What English novelist on occasion used the 
pseudonym ‘Michael Angelo Titmarsh’? 
Who in Martin Chuzzlewit was the friend 
to whom Mrs Gamp referred for corrobora- 
tion of all her statements? 

What is the county town of Fermanagh in 
Northern Ireland? 

If Rosemary, according to Ophelia, is for 
remembrance, what flowers are for thoughts? | 
What poetical name did Shelley give to. 
Keats in his elegy on the death.of the latter? 
Who composed the music for the ballet 
Petrouchka? 

In what celebrated trial was ‘Bullocky Orton’, 
the big butcher of Wapping, convicted for 


perjury? 


. With what machine, dating in its modern 


form from about 1870, are the inventors 
Sholes, Glidden, Soulé and Yost associated? 


- Who in the middle of the last century was 


known in this country as ‘the railway king’? 


. What Roman road ran from London to 


Hadrian’s Wall by way of Lincoln and York? 


. What is the heraldic name for a parrot? 
. In what play by Ionesco did Sir Laurence 


Olivier appear in London earlier this year? 


. Who was the first woman to swim the 


English Channel? 


. What sect of ancient moralists, the opposite 


of Epicureans, was founded by Zeno, the 
Greek philosopher? 


. What was the pen-name of Marian Evans? 
. What yellow cotton cloth is named after a 


city in China where originally it was manu- 
factured? 


. What is the science dealing with poisons? 
. What is the point in the orbit of the moon at 


which it is furthest from the earth? 


. In what American State is the city of Reno? 
. Where is the annual race for the Champagne 


Stakes run? 

What is the name of that part of the Mediter- 
ranean between Italy and the islands of 
Corsica, Sardinia and Sicily? 
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86. Who is the patron saint of huntsmen? 

87. What is the term applied to the custom of 
marrying only within the limits of a tribe or 
clan? 

88. Which month in the calendar is named after 
a great Roman festival of purification? 

89. Which Italian artist, famous for his treatment 
of perspective, painted The Rout of San 
Romano, now in the National Gallery, 
London? 


go. What in geometry is the name given to the 
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straight line intersecting two parallel straight 
lines? : 
What is the legal term describing the right of 
temporary possession, use or enjoyment of 
someone else's property as far as may be had 
without causing damage or prejudice to it? 


91. 


Of what gambling game is petits chevaux a 
simpler variation? 

In what novel was Mr Elton called on, in the 
second last paragraph, to marry Mr Knightley 
and Miss Woodhouse? 


92. 


93. 


Interviews - in a Seller's Market 
A NOT-TOO-SERIOUS DISCOURSE ON SEEKING A JOB 


by A.C.A. 


sitting an examination. You either pass 

or you fail. Unlike the examiner, however, 
the interviewer has a lot more to lose. Either in 
failing to spot a good candidate, or being unable 
to detect an unsuitable one. Few employers are 
prepared to sack a mediocre employee, even 
where a period of probation has been specified. 
'They usually prefer to transfer the failure to a 
different position or defer salary increases, in the 


ATTE an interview is rather like 


' hope that he will become dissatisfied and leave. 


Interviews, therefore, are more fairly balanced 
than examinations, and in the present 'seller's 
market' they are certainly more enjoyable. 


Types of Interview 


There are broadly two types of interview. The 
traditional face to face variety, with the man who 
stands to gain or lose by your ability; and the 
‘test? variety which in addition to the actual 
interview incorporates tests to determine the 
candidates' over-all suitability in terms of psycho- 
logical assessment. 

The chief accountant or company secretary (in 
the first type of interview) selects a short list from 
the letters of application. Here it may be stated 
that unfortunately many prospective employers 
may be so depressed by the scrappy letters they 
receive, that they refuse to see otherwise promis- 
ing candidates. 'T'o write a three-line note stating 
that the applicant is 25 years of age and a 
chartered accountant who wants the job because 


it is near his home, is not calculated to ingratiate 
the writer to a prospective employer. Letters are 
best written on fairly large, good quality paper, 
carefully thought out so as to give all relevant 
information succinctly tabulated in one page. If 


‘you feel that your handwriting might let you 


down, there is no disadvantage in submitting a 
typewritten application, unless the advertisement 
expressly forbids it. Be sure to give your infor- 
mation in order of date, so that it can be read 
through chronologically without ambiguity. Indi- 
cate, too, any times that are unsuitable for inter- 
view and the date you could take up a position if 
appointed. 

The first few interviews can be most nerve- 
racking. To start with, the interviewer will often 
read through your letter, commenting and asking 
questions on any points that interest him. This 
enables him to get a clear idea of your background 
and form a preliminary, if unconscious, judgement 
of your overall suitability. At the start of an inter- 
view it pays to say very little. Your object is to 
discover what characteristics are being sought. 
It is important to realize that the requirements 
for the position may be one thing, the points that 
the interviewer is seeking quite another. By saying 
little at the start you force the interviewer to 
carry the interview, thus giving you time to 
formulate your ideas. Remarks such as ‘everybody 
works in this place, no sitting on your backside 
in my office’, may or may not indicate an exacting 
senior. The point may be, rather, that he sees 
himself as a blunt, down-to-earth, type. If you 
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decide that you would like to be offered the job 
you must avoid being too dissimilar. Show your 
interest in practical things. (Better not mention 
that you have won that medal for ballroom danc- 
ing.) 

Types of Interviewer 


A common ploy is to see how the candidate 
stands up to a moderate amount of abuse. An 
innocent remark will be purposely misconstrued 
and you will be attacked on a totally false pre- 
mise. At this point it helps to decide that you 
don’t really want the job, and that even if it were 
offered you could not possibly work for such a 
moron. In this frame of mind you are better 
‘equipped to reply. It is unnecessary to go into 
elaborate explanations of what you actually said. 
The interviewer knows this as well as you do. 
Briefly repeat your remark and point out the 
error in his reasoning. If he insists and you are 
sure your original statement is correct, you can 
enjoy yourself by taking his illogical process of 
thought to its ridiculous conclusion and agreeing 
with him. 

Conversely, you may be amazed to hear the 
interviewer make a blatantly untrue statement. 
He is waiting to see what action you will take. 
Politely interject pleading deafness. Disbelief 
can be gently insinuated. It is essential to avoid 
being thought negative. The man who spends the 
interview saying ‘Yes, Sir’ and ‘No, Sir’ is 
unlikely to create a good impression. 

After your first few interviews you will find 
that you can quickly assess the calibre of an 
interviewer. A good interviewer will seek to 
make you do all the talking. Members of the 
firms who professionally interview candidates for 
clients are masters of this art. They throw out 
topics not necessarily connected with accountancy 
and guide you along the lines they want you to 
follow by carefully chosen interjections. The 
danger here is that you may commit metaphorical 
‘suicide’, Always keep in the back of your mind 
the type of position for which you are applying. 
You must not find yourself being too enthusiastic 
about taxation and auditing when applying for an 
industrial post. 

An indifferent interviewer usually does all the 
talking himself. After the first fifteen minutes he 
will run dry and, sticking his thumbs in waistcoat, 
will spend the rest of the half-hour describing the 
progress of the firm and its family history since 
its inception in the mid-nineteenth century. He. 
will then stop abruptly and ask you in an off-hand 
manner if you have any questions you would like 
to ask him. This is most dangerous, for by the 
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time he has done this half a dozen times in the day, 
he will have only a hazy recollection of the people 
he has seen. Not surprisingly he will consider . 
them mediocre. In such a case the candidate (if 
he still wants the job) must take over and introduce 
a topic in which he can hold his own. "Tell me, 
Sir, what will the position of the company be in 
the new European free trade market.’ The inter- 
viewer will probably have no idea, but can be 
helped along with further questions and sugges- 
tions until the interview has lasted well over the 
hour, and a clear impression created. 


Types of Test 


There are three main types of tests that are 
generally used where it is desired to supplement 
interviews. Intelligence tests, aptitude tests and 
personality tests. The names are self-explanatory. 
Before embarking on a series of interviews it is 
advisable to study a few sample tests as familiarity 
is a distinct advantage. Personality tests are of 
doubtful validity. The best guide to these is the 
appendix of W. H. Whyte's excellent book, 
The Organization Man, which is headed *How to 
cheat on personality tests' and contains the follow- 
ing six points to remember: 


(a) I love my father and mother, but my father 
a little bit more. 

(Б) I like things pretty well the way they are. 

(c) I never worry much about anything. 

(d) I don't care for books or music much. 

(e) I love my wife and children. 

(f) I don't let them get in the way of company 

work. 
It is obvious from the above that normality and 
mediocrity are very close. 

It was earlier suggested that there may be 
times when the candidate realizes he does not 
want the job for which he is being interviewed. 
It is very important to realize the whole time that 
an interview is a two-way assessment, and that 
there is no moral obligation to accept a position 
offered. Salary is an important item and the 
candidate should have a clear idea of current 
salary ranges in a variety of firms. Once you have 
decided on a figure do not easily be persuaded to 
take less. Some interviewers appear, on principle, 
to cut down the amount requested when offering 
a post. They feel that there is always something 
extra added on to the salary requested. Be loath, 
however, to lower your figure— even if you are 
anxious to secure the appointment-for apart 
from any other consideration, a niggling dissatis- 
faction may sap that whole-hearted enthusiasm 
which is so vital in making a success of a job. 
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The Organization of a Practising 
Accountant’s Office – III 


` by J. PERFECT, F.C.A. 


V. REVIEW OF FIRM’S ACCOUNTS 
A T a first glance the information provided in the 


specimen accounts may seem over-elaborate 

particularly to the accountant in a small firm. 
A closer inspection will, however, show that the for- 
midable appearance of the statistics is due to the 
number of categories of work provided for and the 
number of grades into which the staff is grouped. If 
in the case of smaller firms these categories and 
grades are reduced to suit the firm’s requirements it 
will be found that the schedules of statistics assume 
much less forbidding proportions. It will also be 
seen that the accounts do no more than provide the 
information needed by the accountant if he is to 
have a proper grasp of how his practice is faring. 


171. It will be noticed that great importance is 
attached to summarizing the way time has been 
used. Whilst service to the clients is the prime 
essential of an accountant’s office, control of time is 
also essential if the remuneration obtained for that 
service is to be used to the best advantage. Through- 
out the whole of this paper an endeavour has been 
made to stress the importance of time, and it is 





The concluding part of a paper presented at the Summer 
Course of The Institute of Chartered Accountants in 
England and Wales at Oxford on September 17th, 1960. 


SPECIMEN 2 


therefore logical that the firm’s accounts should 
focus attention on this subject. 

172. Whilst it is not proposed to review the 
accounts in complete detail there are а number of 
points which it is thought might usefully be dis- 
cussed. It is also felt that it might be helpful to 
quote specific percentages, yields and so on, although 
it is fully appreciated that such figures must vary 
according to the circumstances of each individual. 
firm. | 

Balance Sheet (Specimen 2) 
GOODWILL 


“173. It will be noticed there is no reference to 
goodwill. How the problem of goodwill should be 
handled is a matter for each individual firm, and it 
would be an impertinence to attempt to lay down 
an opinion as to its treatment. It can, however, be 
stated without offence that wherever it is practicable 
goodwill should be eliminated from the firm’s 
affairs. Present-day levels of taxation and death 
duties have made goodwill an anachronism, 

- 174. Wherever possible, arrangements should be 
made to substitute pensions for retired partners. 
These pensions can be provided in two parts: 

(i) By arranging that all partners shall pay each 
year the maximum annual amount permitted 
for taxation purposes on premiums to insur- 


X. & CO 
BALANCE SHEET 









CREDITORS m 


PARTNERS' ACCOUNTS 
Capital Accounts (per 
Schedule) .. m 
Drawing Accounts 
(per schedule) 


Moneys due to or col- 
lected on behalf of 


clients 




















CASH AND BANK BALANCES 


DEBTORS AND 'TIME BALANCES 
Debtors .. oe .. 
Time balances .. 


Deduct: 
Receipts on account of charges. . 


Provision. . as 





OFFICE FURNITURE AT. ....... 
Additions m .. 





Deduct amount written off 


OFFICE MACHINERY АМО ELEC- 
TRICAL FITTINGS АТ.......... 
Additions .. 26. 


Deduct amount written off 


Bank balances in respect of moneys 
due to clients .. .. s 
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ance companies to provide a pension at retiring 
date. In the case of the younger partners this 
should normally prove adequate. 

(ii) By agreeing to pay retired partners as con- 
sultants thus augmenting such pensions where 
they are considered inadequate. It can be agreed 
that the amounts so paid shall not exceed in 
any one year a stated proportion of the firm’s 
profits. 


CAPITAL 


175. Although the amount of capital needed will 
vary in each firm, all firms have one thing in common. 
Very few individuals have so much money that the 
amount of capital involved in the firm is of no conse- 
quence to them. It is therefore of the utmost import- 
ance that the capital of the firm is well used. 


Ratio or TURNOVER TO CAPITAL 


176. One of the simplest ways of watching this is 
to review year by year the ratio of capital to turnover. 
"This ratio is influenced by the volume of the various 
categories of work. Special investigations and similar 
work tend in the main to be finished and paid for 
quicker than audits. However, in firms where there 
is a fair amount of this special type of work it would 
be reasonable to expect the ratio of turnover to 
capital to be of the order of four to one. 


DEBTORS 


177. Earlier in this paper considerable stress has 
been made on the importance of billing promptly 
and collecting fees at the earliest opportunity. 
Failure to do this naturally has a direct effect on the 
amount of capital required to run the firm. It will be 
seen that the specimen accounts provide for collection 
of fees on account during the year instead of waiting 
until the work is completed. It is a simple: matter 
to examine the list of jobs in the office and mark all 
where the fee exceeds a certain figure. It will generally 
be found that in such cases the clients will be sympa- 
thetic to a request for a series of payments on account 
which are roughly in step with the volume of work 
done throughout the year. 


178. If this and the other procedures already 
referred to are carried out it should be possible for 
debtors to be about one-seventh of the annual turn- 
over and time balances or work in progress to be in 
about the same proportion. 


Profit and Loss Account (Specimen 3) 
STAFF PENSIONS 


179. Amounts paid to the staff superannuation- 
fund appear in the profit and loss account. These 
pensions can be secured in a variety of ways, includ- 
ing the Institute's own pension arrangement. The 
important thing is to have a plan and to make suree 
that the staff pensions are being provided for during 
the years that the individuals concerned are giving 
service. 

• 
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FEES TO BE CHARGED 


180. When the fee to be charged for work is being 
considered the time recorded in the firm's books 
should not be used too rigidly. The appropriate fee 
depends also on the type of work involved and 
special skills that have been required. 


181. All these factors have to be weighed up by 
the accountant who should make up his mind what 
the fee ought properly to be. He should then ask 
for this amount boldly and without making excuses 
or trying to explain the amount away. 


RATIO or PROFITS TO TURNOVER 


182. 1f at the end of the year the accountant finds 
that his turnover can be analysed to show results on 
roughly the following pattern, he can feel that his 
bold approach on fees has been reasonably successful. 


Turnover {100 

| : £ 
Direct salaries .. 50 
Overhead expenses 20 
Profit ah 30 
£100 


It must be remembered, however, that these are 
totals representing the overall position wherein the 
more profitable special work and taxation offset the 
very much lower profits obtained on audits. If, how- 
ever, the results are less satisfactory the accountant 
should review his expenses to see what economies 
can be made, and also screw up his courage to be a 
bit bolder in his requests for fees. 


STAFF PARTICIPATION 


183. It is worth considering the desirability of 
having a scheme to give senior managers a participa- 
tion in the firm’s profits. The loyalty and hard work 
of these men contribute not a little to the results 
achieved and under these circumstances a participa- 
tion in the profits may not be inappropriate. Bonuses 
should only be paid in exceptional circumstances. 
Regular payments of this nature become looked on 
as part of the staff's normal remuneration and in fact 
cease to be rewards for exceptional work. 


APPENDIX A 
Grades of staff 


184. It bas already been pointed out that the 
number of grades shown on the appendix is prob- 
ably too great for smaller firms although it is thought 
to be appropriate for medium- and large-sized firms. 

185. The allocation of the staff to the various 
grades depends on the salary paid to the individual 
concerned. It is impossible to generalize on tbe 
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APPENDIX ‘A’ 





Partners 


Senior managers 
Managers 
Supervisors .. 
Seniors 

* Juniors 


Total 
Staff totals 


Valued in accounts at: 


Partners’ time as 
Staff at salary cost .. 


Devaluation of time 
on books .. Mm 


*OVERHEADS 


The total of overheads is arrived at as follows: 
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chargeable time 
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COMPARISON OF TIME CHARGEABLE WI 


(Note. - Columns 2-8 are calcul: 

















Total debits to profit and loss account (before appropriation) Less chargeable salaries and travelling expenses allocated to clients 


(see reconciliation of profits) Add interest on partners’ capital accounts. 


Nore. – No overheads are allocated to partners. 


APPENDIX ‘B’ 


6 9 8. 
44 
Value of 
Deduct chargeable time 
value of worked during | Comparati 
chargeable time half-year figures fo: 
on books at (including correspondi 
beginning of honorary period las 
half-year work) year 
(Cols. 5 and 6) 
£ £ £ 
A 
rand 
Nil 
F 
4 


COMPARISON ОЕ TIME CHARC 





Audits 
Taxation .. 
Liquidations 
Secretarial 
Executorship 
Registration 
Investigations 
Organization 


Other business 


THIS HALF-YEAR 
Corresponding period last year (in ttalics) 


LAST HALF-YEAR 


Corresponding period last year (in italics) 





Bills delivered 


deficiency) of 
bills delivered 
overtime written 











Surplus (or 
Bills delivered Value of time deficiency) c 
during the written off bills delivere 
against bills overtime writt 

off 

6 7 

£ £ 
x 
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LARIES AND OVERHEAD EXPENDITURE 


current scale rates) 


к~ > — | 








16 






























Comparative Margin before Comparative 
Chargeable *Overheads Total costs figures for Cost eliminating figures for 
salaries allocated on | (Cols. 9 and то) | corresponding rate per Scale rates honorary corresponding 
basis of staff period last chargeable work period last 
salaries year hour (Col. 7-Col. 11) year 








£ £ 








Partners’ chargeable time .. · .. 55 . ES vs PA vs A-B appendix A 

Margin on staff time .. E is a E ae C-D appendix A 

Devaluation of time on books at beginning of half-year ue vs M аб ~ Е appendix А 
| Margin on bills as s EA ais EN ie ак sie S .. total col. 4 appendix B 
| Deduct | 
| {Travelling expenses allocated to clients where inclusive fee is charged .. p — ~ t(included ith the 

Я : firm's travel ling ex ex- 
penses in P. 
_ account) 
Adjustment of provisions — .. 22 за X E és as 45 А Р. & L. ale 
Deduct 
| Devaluation of time on books at end of half-year .. es ae гъ о Е appendix А 
Staff participation .. .. seo die Е s .. .. .. P. & L. ale 
Total as per profit and loss account ate E i .. .. 


ITH BILLS DELIVERED 





| TOTAL FOR YEAR , | PERCENTAGE MARGIN ТО TIME CHARGED 
Total for previous year (in italics) 
Surplus (or This half-year Last half-year The year 
Bills delivered Value of time deficiency) of А 
during the written off bills delivered Corresponding Corresponding 
year against bills overtime written period period Previous year 
off (in italics) (in italics) (in italics) 
8 9 то II 12 13 
£ £ % % 
Audits vs m 
Taxation .. 25 
Liquidations 5. 
Secretarial .. s 
ж- 


Executorship os 


Registration .. ve 


Investigations te 
Organization... — .. 


Other business ба 
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salary scales or precise grading that should be used 
in all offices, but the following grading is thought to 
be appropriate for medium- or large-sized firms: 


Senior managers. 
Managers. 
Supervisors. 
Seniors. 

Juniors. 

Clerical. 


186.-This grading should be based on ability. 
Age should not come into the calculation except in 
so far as experience is gained to some extent by the 
passage of time. Even so, a man who is capable of 
becoming a senior manager ought to achieve this 
position by the time he has reached his mid-thirties. 


APPENDIX B 


187. This appendix calls for no comment beyond 
the fact that the percentage margins over time charged 
can be illuminating indications of where waste or 
inefficiencies are taking place. 


APPENDIX C 
Chargeable and non-productive time 


188. A comparison of the various percentages with 
those for previous periods is of great assistance in 
pin-pointing the precise spots where waste and 
inefficiency are to be found. It is then possible 
to make further researches and to take action to 
remedy the position. The percentage of chargeable 
time should be over 80 per cent. 


189. A frequent cause of waste is the idleness of 
partners who cannot be bothered to record on their 
time-sheets the particulars of the work they have 
done. It is extraordinary but true that accountants 
are apt to work themselves to a standstill for their 
clients and yet will not bother to record the time 
spent. The position can also be masked by the fact 
that partners spend time on administrative work in 
the office which they are inclined to treat as an over- 
head instead of a direct charge to a job. For example, 
organizing staff to be available to start an audit is 
strictly part of the cost of the audit but can easily 
be lost in the heading ‘Staff Arrangements’. 


190. It is therefore interesting to work out some 
individual st tistics on partners’ time on the following 
lines, assuming a 374-ћоог week and four weeks’ 
holiday: 











Basic time Hours 

fifty-two weeks' at 37$ hours 1,950 

Less Public holidays 50 

1,900 

four weeks’ holiday 150 

Available time 1,750 
Time charged to clients x hours 
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This should show a percentage of well over 80 per 
cent even in the case of partners who are responsible 
for internal administration of the firm. 


191. A further cause of waste is the charging of 
typists’ time to overhead accounts instead of direct 
to the jobs, Attempts are made to justify this on the 
ground that each typist works on such a large number 
of jobs each day as to make the keeping of time- 
sheets difficult. Difficult it may indeed be, but it is 
not impossible. 


192. In general it is a sound principle to plan for 
everything that possibly can be to be charged direct 
to the job and not to overheads. 


Vi. CONCLUSION 


193. Earlier in the paper it was stated that a manual 
could be more emphatic than a textbook. This paper 
has also been prepared on this basis. This is not 
because it is considered that the views expressed 
are the only ones it is possible to hold, but because 
it is hoped by this means to set out views in a way 
that would challenge discussion at the Summer 
Course. It is hoped that the somewhat positive 
assertions that have been made will be accepted in 
this spirit. . 
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| Weekly Notes 


Customs and Excise Report 


РЕШЕ the most striking item in the Fifty-first 
Report of the Commissioners of Customs and 
Excise (for the year ended March 31st, 1960)? is the 
diagram on page 25 showing the comparative amounts 
for five main divisions in the last decade. By far the 
most remunerative of the taxes is that on tobacco 
which has crept up from {600 million ten years ago 
- to nearly £800 million last year. Bearing in mind that 
' this enormous amount does not yet reflect the increase 
in the duty imposed by Section 5 of the Finance Act, 
1960, one can confidently predict a record collection 
in the current year. The graph for the composite item 
of alcoholic drinks has remained remarkably steady 
at round £400 million, although it has to be borne 
in mind that there have been substantial reductions 
in rates of duty on wines and fortified wines in this 
period. Purchase tax has risen much more rapidly. In 
the year to March 1951, the total yield was just over 
£300 million, last year it was over £500 million; the 
lion’s share of which, £153 million, is in respect of 
motor-cars, with radio and television a long way behind 
at £57 million. Another indication of the popularity 
of the motor-car is the rapid rise of duties on petrol and 
other hydrocarbons, after the set-back at the time of 
Suez. The total net yield last year was £373 million. 
If we were not a nation of inveterate smokers, it is 
conceivable that direct taxation would achieve truly 
frightening proportions and Finance Acts directed 
against avoidance would be even longer and even more 
complicated, assuming that is possible. The depart- 
ment costs 2d for every £1 of tax collected. 


Company Assets and Income 


DETAILED analysis has been published by 

H.M. Stationery Office this week called Com- 
pany Assets and Income in 1957 (price 7s 6d). 'T'his 
has been compiled by the Statistics Division of the 
Board of Trade from information collected in their 
annual analysis of income and finance of some 3,000 
public companies. 

This particular analysis covers about 1,900 compan- 
ies engaged in manufacture and distribution in the 
United Kingdom. The survey deals with companies 
having net assets of £500,000 or more at the end of 
that year. The year 1957 is for each company its 
financial year which ended between April 6th, 1957, 
and April sth, 1958. Nearly all the companies are 
public concerns quoted on the United Kingdom 
Stock exchanges. Án article reviewing the survey is 
published in the December 22nd issue of the Board 
of Trade Journal. The definition of net assets is 


1 Cmnd. 1234. H.M.S.O. 8s net. 
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total fixed assets (net of depreciation) plus total 
current assets, less total current liabilities and pro- 
visions, except provision for future taxation. 

It is pointed out that comparison between concerns ~ 
and between industries for the value of net assets must 
be treated with caution. For example, there may be 
substantial differences between the value of assets 
entered in a company's books as the historical cost of 
the assets less depreciation, and the value put on 
similar assets by professional valuation at prices in 
1957. Between the end of 1954, which is taken as the 
base year for making the statistical estimates of the 
value of these assets, and the end of 1957, ninety-seven 
of these companies revalued their assets. "Taking 
this measurement of total net assets, the survey 
groups quoted companies within certain size ranges 
for different industries. As would be expected, the 
engineering and metal forming industries account 
for the largest group of net assets and they have the 
largest number of companies in the top range of net _ 
assets of Хто million to £25 million. Comparing net ‘ 
assets in 1954. with net assets in 1957, and ignoring 
the problem of changes in the basis of valuation of 
assets over this period, the most rapid rate of growth 
was in large companies with net assets over £25 
million. So far as individual industries are concerned, 
the most rapid rate of growth was in metal manu- 
facture and in vehicles. After these came paper, 
printing and publishing, followed by clothing and 
footwear and general metal goods. The slowest rate 
of expansion was in drink, textiles, entertainment 
and sport and transport and other services. 

A supplementary analysis which does not appear in 
the survey throws some light on the extent to which 
net assets of a company were financed by retained ‘ 
profits on the one hand and, on the other, by the use ~ 
of outside sources. Nearly all the companies showing 
the largest rates of growth (which covers r41 com- 
panies whose net assets at the end of 1957 were 70 per 
cent or more above those of three years earlier) 
depended to some extent on outside finance. Over one 
hundred of them provided less than half their new 
investment from retained reserves. There were nearly 
1,000 companies whose investment was mainly or 
wholly financed from their own resources and of these 
about two-thirds were among the companies whose net 
assets increased by less than the average of 30 per cent 
for individual company. 


Friendly Societies’ Membership 

ART г of the Report of the Chief Registrar of 

Friendly Societies for the year 1959, dealing with- 
general matters, was published last Monday?. A 
statistical summary included in the report shows that 
during the year there was a slight fall in the number 
of bodies registered or rendering returns to the 
Chief Registrar's Department (largely as a result of 
amalgamation with or transfer of engagements to 
other societies), and also a fall in their total member- 


? H.M.S.O. 35 net. 
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ship. However, the increase of £433 million in total 
funds was greater than any previously recorded, and 
total funds have almost doubled in the last ten years. 

A total of 22,524 societies or other bodies are 
included in the summary and at the end of the year 
there were 154,561,000 members, a figure magnified, 
of course, by individual membership of more than 
one body. Membership of industrial and provident 
societies rose by almost 200,000 to 14,861,000 during 
the year and shareholding membership of building 
societies rose by just over 200,000 to 3,811,000. The 
Registrar states that adjustments have been made to 
the figure of total funds to eliminate as much dupli- 
cation as possible, and at the end of the year the 
adjusted figure was £5,657 million. The funds of 
building societies rose by £279 million and accounted 
for the major portion of the increase. 

Reference in the report to “The Society of Incor- 
porated Accountants and Auditors’ among the bodies 
from whose members approved auditors are appointed 
seems to indicate that the files of the Registry could 
do with a little refurbishing. 


The Post Office as a Business 


EE Post Office Bill has now been published, 
together with a White Paper containing an expla- 
natory memorandum!, The Bill contains the necessary 
provisions to give effect to the Government's plan 
as published last March in a White Paper The Status 
of the Post Office. The Bill sets up machinery for 
keeping Post Office funds quite separate from the 
Exchequer, which involves the creation of a Post Office 
fund. However, payments accepted in lieu of fines 
will continue to go straight to the Exchequer. Clause 
12 provides that the Postmaster-General shall 
‘keep proper accounts and proper records in relation 
to the accounts and shall prepare in respect of each 
financial year a statement of accounts in such form 
as he may, with the approval of the Treasury, deter- 
mine, being a form which shall conform to the best 
commercial standards’. 
The accounts will be laid before Parliament each year. 
As a corollary to this separation of the Post Office 
from the Exchequer, the Post Office is to pay over to 
the Exchequer such sums for income tax, profits tax, 
vehicles excise duty, purchase tax, and stamp duties as 
it would have to pay but for the various exemptions 
which apply to the Crown or specifically to the Post 
Office. Thus there will be the need for a large num- 
ber of notional computations, beloved of Finance Act 
draftsmen. 


Western Hemisphere Exports. Council 
NEW campaign to push exports in Latin 
America is to be launched through the Dollar 
Export Council, which has been reformed to include 
all the Latin American countries and has been 
re-named the Western Hemisphere Exports Council. 


1 Cmnd. 1247. H.M.S.O. od net. 
2 Cmnd. 989. H.M.S.O. ба net. 
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The change of terms of reference and name were 
announced by Lord Rootes, who has been chairman 
of the Dollar Exports Council since it was formed in 
1951, and who will continue as chairman of the new 
organization. 

Now, therefore, there are two organizations con- 
cerned with an organized export drive. There is the 
Exports Council for Europe, looking in the direction 
of continental Europe, and the new organization which 
has evolved out of the Dollar Exports Council which 
is looking westward, both north and south. The 
new council is to encourage investment by British 
companies in the countries concerned as well as to 
help to stimulate direct exports. While Western Europe 
and the new world have their export councils there is 
no sign as yet of a special organization of the Common- 
wealth. Asked why there were no Commonwealth: 
export councils as yet, the President of the Board of 
Trade said last week that they had decided against it, 
partly because contacts within the Commonwealth 
were good, and partly because the needs of individual 
members of the Commonwealth were so diverse. 

In the new organization Lord Rootes, as chairman, 
will have the assistance of a wide range of industria- 
lists and industrial diplomatists. The new board will 
include Lord Polwarth, T.D., M.A., C.A., and Sir 
Bertram Waring, Е.С.А. 


New Order on Lloyds Permanent 
Building Society 
HE Chief Registrar of Friendly Societies has 
made an order under Section 6 (1) of the Building 
Societies Act, 1960, applying subsection (2) of 
Section 6 of the Act to Lloyds Permanent Building 
Society of 21 Pall Mall, London, Мт. 

Subsection (1) empowers the Chief Registrar, if 
he considers it expedient to do so in the ipterests of 
persons who have invested or deposited with a 
building society or may do so, to make an order with 
the consent of the Treasury, applying subsection (2) 
to the building society. Subsection (2) forbids the 
building society in question either from accepting 
by deposit or loan any money or any payment 
representing the whole or any part of the amount due 
by way of subscription for a share in the building 
society, other than a payment which fell due before 
the making of the order. The section does not, how- 
ever, make it unlawful for a building society to 
borrow from a banking or finance company or from 
a director or other officer of the building society, if 
the society has obtained the consent in writing of the 
Chief Registrar. 

As reported in The Accountant of May 7th and 
21st, 1960, an order under Section ir of the Pre- 
vention of Fraud (Investments) Act, 1958, is already 
in force in respect of Lloyds Permanent Building 
Society. By this order the society has been prohibited 

* from inviting any subscriptions to its share or deposit 
capital. The effect of the new order under the 
Building Societies Act, 1960, is to forbid the society 
from accepting any such subscriptions. 
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THIS IS MY LIFE . . . (Chapter 56) 


ACCOUNTANT 


December 24th, 1960 


Our Annual General Meeting 


by An Industrious Accountant 


COULD never understand why the annual. 


general meeting of our company always seemed 
to loom up so ominously, in anticipation, before all 
our staff from the directors to the office-boy. As it 
approached, traditionally in mid-December, they 
talked about it with bated breath. 

Nonsense, I said loftily, it's just another routine 
event. The report and accounts have been cleared 
carefully with our auditors . . . the notices convening 
sent out days before the minimum limit fixed in the 
articles . . . the agenda is a matter of form. Why 
should we worry? Little I knew. At half-past five in 
the evening, a broken man, I found myself looking 
in the cloakroom mirror to see if my hair had gone 
white during the afternoon. | 

Mind you, I had everything well planned in 
advance, even to the duplicated lists furnished to all 
possible performers, with their own actions under- 
lined in red, and with a time-table for each move. No 
stone was left unexplored, and no avenue unturned. 
Not for me the chaos of three years ago when, I am 
told, the late chairman finished the meeting in seven 
minutes flat, and emerged to meet some mutinous 
shareholders just rushing in. These rebels claimed 
that a hireling had conducted them down the wrong 
passage, with malice aforethought, and they demanded 
that the meeting be held again; they nearly wrecked 
the company. 

My own troubles started early. The office manager, 
who knows all the locals personally, sat in the ante- 
room with the share register, checking the admission 
tickets. In mid-queue he challenged the redoubtable 
dowager whom we know to our cost as Lady Macbeth, 
who has been attending our A.G.M.s these twenty 
years; having transferred her holding to the bank 
nominee account, she was no longer eligible, he 
declared, She became abusive, indignant, and our 
arrogant deputy-chairman, hearing the commotion, 
told me to have the old termagant ejected forthwith. 
In the interests of peace and public relations, and 
because she obviously couldn’t do any harm, I tried 
to appease her; but she forced her way past me 
regardless of courtesy. Whereupon the D.C. glowered 
at me for the next hour. 

* * * * 

The chairman’s opening speech was a masterpiece 
of Churchillian eloquence. I should know; I wrote it 
for him. He insisted on starting with the traditional 
silly rigmarole of reading out all the comparative 


selves to higher things, and Kipling’s ‘he lifts them, 
lifts them, lifts them through the charge that wins 
the day’, were the highlights. He has a brisk military 
delivery and is really impressive. 

Unfortunately, Prinny fell asleep in the middle of 
the speech. The directors, and also myself, were 
seated on a dais in a semi-circle behind the chairman, 
and there was our plump personnel director slumped 
in his chair, head tilted sideways, eyes closed 
gently, smiling in happy after-lunch oblivion. It was 
mortifying; Lady M. was eyeing him superciliously. 
I don’t adhere to the modern school of philosophy 
which preaches that masterly inactivity is preferable 
to risking a mistake, so I risked a quick and un- 
obtrusive kick at his ankle. It missed. I stretched and 
got him sharply on the shin. 

"Urrgle, urrgle, duloooo', he said stertorously, 
and sat up. Unfortunately the nearer shareholders 
observed the incident and a ripple of laughter and 
applause ran round the room. 'T'he chairman was just 
dramatically delivering the Kipling bit; he took it as a 
personal tribute and beamed around on everyone. 
But Prinny glared at me savagely as if I'd knifed him, 
and my concentration started to slip. 

* * * * 


Meanwhile, our managing director had been 
glancing casually through the summary of proxies 
received, with the forms attached, and at this stage 
he pointed at one of them interrogatively and passed 
me the bundle. His eyes had a hunted look; I sensed 
trouble. We have some large and troublesome old 
shareholders still surviving from our founder's 
family group, who usually appoint the chairman as 
their proxy. Prinny, our go-between, had told me 
that he had collected all the proxies last week. 

Maybe he had, but the bundle was dated yesterday. 
Our ancient articles stipulate that proxies must be 
lodged at least forty-eight hours before the meeting; 
Prinny, the bungler, must have forgotten them till 
the last minute; they were clearly invalid. My hair 
stood on end with the shock; our directors, blissfully 
ignorant, would be outvoted if a poll was sought; 
someone, probably me, had blundered. Judging by 
his expression, the M.D. thought so too. 

Suddenly T realized that someone else was blunder- 
ing as well Intoxicated by our prosperous figures, 
encouraged by the plaudits, the chairman had 
strayed from his script into impromptu oratory. Face 
flushed, white hair ruffled, finger exhorting, he was 


figures for last year, but he wanted to spread himself • inveighing against penal and confiscatory taxation 


over our record profits, so I laid on some purple 
passages accordingly. That verse of Tennyson’s 
about men rising on stepping-stones of their dead 


-..ruination of enterprise . . . the enormities of the 
Welfare State . . . the folly of the Government's fiscal 
policy. And as for those shop stewards, by gad, 
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nothing but agitators and bolshies; if he had his way 
he’d deal with them drastically. 

The local journalist winked at me sardonically 

. while he pencilled rapidly; the formal typescript I had 
carefully prepared for him in advance lay unheeded; 
visualizing tomorrow’s banner headlines, I shook my 
head imploringly at him, but he pretended not to sec. 

The chairman seemed quite gratified by the 
volume of applause when he sat down; he little 
guessed that we had planted eight senior officials 
throughout the room. Good party men all, they gave 
him everything but ticker tape. 

ж * * ж 
The deputy chairman rose to second the adoption 
of the accounts and dwelt happily and complacently 
on the increased dividend and on our prosperous 
outlook. He had drafted his own speech headings 
earlier, being above any mere secretary's suggestions 
and despising detailed scripts. Somehow, I wasn't 

4 surprised when he extemporized also, and it seemed 

inevitable that he should spill our cherished beans 
and mention that we'd been favourably considering 
a bonus issue. 

The audience beamed and nodded; but his fellow- 
directors suddenly muttered frenziedly at him and 
he sat down hastily. The journalist pricked up his 
ears and slipped out; his leading article will really 
resound tomorrow. I felt perspiration breaking out. 

Just then the chairman lost his place and put the 
motion before asking for questions, so he had to 
back-pedal and got all flustered and annoyed. 

Mercifully, the questions were brief. The friendly 
elderly gent who rambled on about international 

. trends... . the falsetto lady who complained that our 

' assistants were becoming more lackadaisical every 

7 day ... the sharp-featured chap who wanted the 
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taxation figures analysed further . . . clearly the 
dividend had mellowed them. 'The managing director 
replied to each with almost effusive charm: 'such 
helpful comments would be closely noted . . . every 
attention thereafter . . . must examine the position 
further . . . please feel free to call in for a chat at 
any time. They probably never noticed that ће 
hadn't actually answered their questions, and the 
motion to approve and adopt the accounts was 
passed with acclamation. 

After all that, the retiring directors and auditors 
were returned without further trouble and it only 
remained for our exuberant sales manager, as an old 
shareholder, to propose a hearty vote of thanks. He 
has a remarkable flair for striking the right- note 
with people and he has an infectious grin as well, so 
his speech was accompanied by a general murmur of ' 
encouragement. Unfortunately, he overplayed his 
hand. He made some would-be facetious reference to 
a probable take-over bid in the new year, with the 
result that all the shareholders stiffened up and 
started calling for more information. All the dis- 
claimers from the dais failed to satisfy them and we 
broke up in an atmosphere of suspicion and angry 
side-glances, with Lady M. asking the deputy- 
chairman, with icy sweetness, if he'd been buying 
up our Ordinary shares recently. After all, she said, 
directors were only human. 

* * + * 


Who would be an accountant-secretary these days? 
I was really depressed until this morning's post 
brought a gilt-edged invitation from the chairman 
to his private dinner-dance on New Year's Eve, -a 
signal mark of favour. Ah well, the darkest hour, 
they say . . . here's to a very Happy Christmas and 
a better life in 1967. 


The Character of Christmas 


by a member of The Accountants’ Christian Fellowship 


the modern materialist Christmas — the 
debasement of the most spiritual of all 
messages to the level of a commercial 
gimmick. Yet, walking through the deco- 


Ie is tempting to make an easy point out of 


rated shopping streets, we realize how we 
should miss even the modern Christmas. The 
gay lights and the air of expectancy lighten 
the doldrums of the year, and quicken the 
pulse with something as indefinable yet as 
characteristic as the first signs of spring. 
All of which is but to remind us again that 
man does not live by bread alone. That 
curious complex which is the spirit of man 


must always assert itself. Does not this re- 
minder take us to the heart of the real 
Christmas message? There were no bright 
lights in the streets of Bethlehem — only the 
sordidness of the cattle byre. Yet there was 
born the true Light — the “Light which 
lighteth every man that cometh into the 
world’. Somehow, in the material plenty of 
our modern world, the spirit still claims its 
own — the soul still craves the peace and the 
light of God. Here it can be found, dwelling 
among us. 
‘Where meek souls will receive Him, 
Still the Lord Christ enters in.’ 
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Reviews 


Modern Trends in the Form of 
Published Accounts 


by R, S. WALDRON, F.C.A., A.T.LI, and Е. Н. W. 
SAMBRIDGE, F.C.A., A.T.LI. (Textbooks Ltd, Harpen- 
den. 135 9d). 

In writing this monograph, the aim of the authors was 
to advocate simplicity, as far as it may be achieved 
without sacrificing clarity, in the preparation of 
- published accounts and their advice, particularly that 
contained in the chapters on group accounts and 
on reports and statements, is eminently sensible. 
The text is illustrated with numerous examples 
taken from actual company accounts and a short 
historical survey of the changes in form and design 
which the 1948 Companies Act necessitated puts the 
whole thesis into admirable perspective. For easy 
reference Nos. 18, 19 and 20 of the English Insti- 
tute's Recommendations on Accounting Principles 
are reproduced, as are also the accounts of two past 
winners of The Accountant Annual Awards. 


Business Budgets and Budgetary Control 


Fourth edition, by A. W. WILLSMORE, M.S.M.A., 
M.B.I.M., F.R.ECON.S., Е.5.5. (Sir Isaac Pitman & Sons 
Ltd, London. 22s 6d net.) 


This book was first published in 1932, but Mr 
Willsmore has done so much re-writing that this 
new edition is effectively a new book. 

The first six chapters, dealing with budgets for 
sales, production, expense and finance, deal in detail 
with the preparation of budgets for different aspects 
of a business. Someone seeking to put budgets to 
work where there have previously been none should 
get the help needed from these chapters. And the 
help is not limited solely to budgeting, as such matters 
as a formula for calculating reordering quantities 
and the use of accounting ratios are also discussed. 
The one criticism of this part of the book is a certain 
dullness in the style. The author does not manage to 
make the budgetary process sound a very interesting 
one, although highly necessary. Perhaps this is due 
to the fact that since 1932, as Mr Willsmore acknow- 
ledges in his new preface, it has become unnecessary 
‘to try to persuade management of the value of 
budgets’; the missionary task is over and a great many 
books have been written about budgeting in recent 
years, The present book is in the nature of a textbook 
dealing with the general principles of budgeting. As 
such it will serve as a useful introduction. 

“In the latter part of the book there are some 
interesting chapters which deal more with the use to 
which budgets should be put by management, than 
the preparation of them. The nature of decisions is 
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discussed in an interesting chapter on decision 
making, and two further chapters on operations 
research and forward planning deal succinctly and in 
simple language with the advanced planning tech- 
niques which accountants hear about under such 
terms as linear programming, game theory and the 
minimax principle. It is likely that these chapters in 
particular will be found very valuable by accountants 
who feel that they are falling behind in the constant 
struggle to keep up to date. 


The Principles of Audit Surveillance 


by Harvey CARDWELL, C.P.A. (D. Van Nostrand Co 
Ltd, London. 67s 6d net.) 


Those who advocate the abolition of hanging agree 
that the greatest deterrent to murder is to make sub- 
sequent detection as nearly certain as possible. Mr 
Harvey Cardwell takes the same attitude towards 
internal business frauds which, it is reckoned, cost 
American employers (or their insurance companies) . 
one billion dollars a year. He classifies theft into three 
main groups – thefts by transfer of possession which 
includes larcenous thefts such as pilfering and forgery 
and manipulative thefts such as falsifying the books; 
thefts by transfer of legal title; and miscellaneous 
thefts, examples of which are the misappropriation of 
stores and stealing from other employees or from 
debtors or creditors of the employer. 

The author considers that the cure lies not in the 
formal detailed audit which in large companies can 
be much too laborious, costly and unproductive, but 
in a series of short, thorough and incisive tests in 
depth, probes in the right places at the right time. 
'This technique, which he calls 'audit surveillance', 
is complementary to other safeguards, among them _ 
the close supervision of staff, the existence of adequate ' 
accounting records and the maintenance of a well 
planned and constantly revised system of internal con- 
trol. By the intelligent deployment of these resources, 
the auditor should be able, Mr Cardwell considers, to 
offer his client reasonably effective protection against 
fraud from within. 


Ranking, Spicer & Pegler’s 
Mercantile Law 


Eleventh edition, by W. W. Bice, F.c.a., and К. D. 
PENFOLD, LL.B. (H.F.L. (Publishers) Ltd, London. 
255 net.) 


Ranking, Spicer & Pegler is well known to students 
intending to sit for the examinations of the account- 
ancy bodies, but it is intended for other students as 
well, and its present editors tell us in their preface“ 
that they hope that it will continue to serve the 
interests of business men and others. Though it is 
only three years since the last edition, much new law 
has had to be fitted within its pages. 

A very good feature of this book is its introduction. 
In your reviewer’s experience it is quite impossible 
to teach mercantile law to students who have no 
knowledge of English legal history; how can a student 
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understand the equitable doctrine of part perform- 
ance, for example, if he knows nothing of the 
development of law and equity? Nor can the inter- 
relation of law and equity be understood without 
learning first how the English system of Courts came 
into existence and how the old Courts came eventually 
to be replaced by the Supreme Court of Judicature 
which we have today. The introduction to Ranking, 
Spicer & Pegler, though necessarily short, provides a 
valuable background to what follows and may even 
induce some students to read one or other of the 
excellent books on English legal history which are 
available. 

So far as the contents of the book are concerned, 
the editors have had to face the usual problem in 
books of this kind of what to include and what not to 
include. On the whole, they have made their choice 
wisely, remembering for whom the book is meant. 
But mortgages, an important aspect of the law of real 
property rather than of mercantile law, do not lend 
themselves to abbreviated treatment and it would 
have been better had they been omitted altogether. 
A brief survey tends to mislead rather than to 
enlighten; thus it is not accurate to say that the effect 
of a charge by way of legal mortgage is precisely the 
same as a mortgage created for a term of years; 
albeit the practical effect may be similar. 


Book-keeping and Accountancy for 
Solicitors 


by P. Harrison and А. С. HILLMAN, F.A.C.C.A. 
(Butterworth & Co (Publishers) Ltd. 47s 6d, postage 
15 6d extra.) 


"This book proceeds from the general to the particular, 
beginning with a consideration of book-keeping 
principles and their practical application and ending 
with several chapters on the special points to be ob- 
served in solicitors’ accounting records and accounts. 
Working examples are given in the appropriate places 
and the solutions to these are ingeniously bound 
together in such a way that both question and answer 
may be surveyed simultaneously when the book is 
fully opened out. 

To the accountant, the book-keeping and company 
law sections will, no doubt, appear elementary but 
there is much he may learn in the later chapters, more 
especially if he is called upon to design an accounting 
system for a solicitor client. 


Unit Stock and Store Control 


Second edition, by HERBERT DENNETT. (Business Publi- 
cations Ltd in association with B. Т. Batsford Ltd, 
London. 355 net.) 


On the optimistic principle that the back street shop- 
keeper of today may be the owner of the town’s 
biggest store tomorrow, Mr Dennett addresses himself 
to large and small fry alike. In his first chapter he 
defines the purpose of unit control, then deals succes- 
sively with the particular problems of the single-shop 
retailer, multiple traders, stores and wholesalers, and 
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manufacturers. He ends with five chapters, one on the 
general factors governing and basic requirements of 
most systems, three on manual, semi-automatic and 
fully-automatic methods of contro] and one on points 
which have special application to particular traders, 
among them jewellers, boot and shoe shops, carpet 
and linoleum manufacturers and retail food stores, 

Every word of Mr Dennett’s text backs his conten- 
tion that to the firm which is ‘too busy to save time’ 
may come a crisis when the lack of a proper stock 
control system could prove disastrous. As „well as 
pointing the warning, however he suggests the 
practical remedy by giving many examples of forms 
and procedures with precise instructions as to how 
they should be implemented in the appropriate 
circumstances. An illustrated appendix details suit- 
able equipment and contains a list of the principal 
suppliers, 


Housing Finance 


by S. W. MAGNUS, B.A., and Laurence Tovey, 
А.5.А.А. (Charles Knight ёс Co Ltd, London. £2 105 
net.) 


This work is intended to be a supplement to Knight’s 
Annotated Housing Act, a work on the Housing Act, 
1957, produced by the senior editor of the book 
now being reviewed and Mr Frank E. Price. It 
should prove extremely valuable to anyone who is 
concerned with housing law, containing as it does a 
meticulous examination and explanation of the current 
statutes concerned with the financial side of housing, 
and the editors deserve congratulations for their 
industry in producing such a comprehensive book. 

The book is divided into two parts with appendices. 
Part I contains a general, narrative, survey of housing 
finance, In Part II the text of the Housing (Financial 
Provisions) Act, 1958, and the House Purchase and 
Housing Act, 1959, is set out with detailed annota- 
tions. The 1958 Act was a consolidating Act and a 
comparative table is provided to assist those who wish 
to trace the earlier provisions in the present Act. 
The appendices contain the text of relevant ministerial 
circulars and other relevant matters, 


Chance, Skill, and Luck 


by Јонм Сонем, (Penguin Books Ltd, Harmonds- 
worth, Middlesex. 3s 6d net.) 


So deep-rooted is the gambling instinct in the human 
race that even the unhappy man attempting to take 
his own life likes to leave something to chance. An 
investigation in Denmark has revealed that of five 
hundred attempted suicides only four in every 
hundred were well planned. 

Professor Cohen conjectures most entertainingly 
on why people believe in luck and on the efforts they 
have made in the past- and still make, for that 
matter - to divine the future so that the bestowal of 
the gifts of fortune may be a little less haphazard as 
far as they personally are concerned. At the worst, 
this preoccupation with chance helps man to escape 
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from the drab realities of life. At the best, it suffuses 
him with something akin to a belief in his own 
destiny. It matters not, then, if the Holy Grail (or the 
treble chance) proves elusive to the end; the road has 
been travelled hopefully and that, as R. L. Stevenson 
truly said, is a better thing than to arrive. 


The Law List 


Edited by LesLie C. E. Turner. (Stevens & Sons Ltd, 
London. 35s net, 37s 6d by post.) 

The Law List can well claim to be not only an 
indispensable work of reference to the lawyer, but 
also to accountants and many others outside the legal 
profession. 

As well as a list of Queen's Counsel, officials of the 
various Courts and Government legal departments, 
the book contains lists of barristers-at-law, members 
of the General Council of the Bar, the Council 
of the Law Society, Advocates of the Scottish Bar 
and Counsel of the Irish Bar. There are also lists of 
London, suburban and country solicitors. 

The officials of the various areas and area com- 
mittees functioning under the Legal Aid and Advice 
Act, 1949, are also shown, together with the names 
and secretaries of the provincial law societies and 
associations, the names of English solicitors practising 
outside England and Wales and those of Scottish 
solicitors practising in England. : 

In an internauonal section of the book is included 
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Dominion representatives and agents-general in 
London as well as judges of the International Court 
of Justice. 


RECENT PUBLICATIONS 


THe PURPOSE AND PRACTICE oF Motion STUDY, second 
edition by Anne С. Shaw. хуі + 324 pp. 94 x 61. 50s net. 
Columbine Press, Old Colony House, South King Street, 
Manchester, 2. 

Јомез’ѕ STUDIES IN PRACTICAL BANKING, fifth edition by 
J. Milnes Holden, LL.B., PH.D., A.LB. xviiid-332 pp. 
9х6. 25s net. Sir Isaac Pitman & Sons Ltd, London. 

Tre HosPrTALS Year Book 1961. Edited by J. Е. Milne, 
M.C., B.SC.(ECON.). 1,195 pp. 10X64. 59s 6d net, postage 
2s 3d. The Institute of Hospital Administrators, 75 
Portland Place, London, Wr. 

'ToLLEY’S Income Tax CHART-MANUAL, 1960-61, forty- 
fifth edition, incorporating provisions of the Finance 
Act, 1960. viii--133 pp. 9X 5$. Card covers. 185 6d net; 
TOoLLEY’s Synopsis OF Estate Duty, eleventh edition. 
45 pp. 9 X 5. 6s net; TOLLEY’s 1960-61 SYNOPSIS OF TAXA- 
TION IN THE REPUBLIC OF IRELAND, thirty-sixth edition. 
14 pp. 93 X 5. 2s 6d net; TOLLEY’S INCOME TAXES IN THE 
CHANNEL ISLANDS AND ÍsLE ОЕ Man, eleventh edition. 
22 pp. 9 Х 5. 6s net; ToLLey’s Synopsis ОБ Pnorrrs Тах, 
twenty-fourth edition. 25 pp. 9X5. 6s net. Compiled 
and/or edited by Kenneth Mines, F.A.LA., F.T.LI., and 
L. E. Feaver, F.C.rs., Chas. Н. Tolley & Со, 15 High 
Street, Croydon, Surrey. 

‘THe MEASUREMENT OF SHARE VALUES FROM THE INVESTOR’S 
Point or View, by Н. E. Wadsworth. A paper read to 
the Manchester Statistical Society on March 16th, 1960. 
27 pp. 84 х 54. Card covers. 105 ба net. Copies from the 
Hon, Secretary, Manchester Statistical Society, F.S.D. 
Ltd, 6 St James's Square, Manchester, 2. 





Taxation Case 


A full report of the case summarized in this column 
will be published, with a Note on the Fudgment, in 
the ‘Annotated Tax Cases’. 


In Re Duke of Bedford 


In the High Court of Justice (Chancery Division) 
‘November 11th, 1960 


(Before Mr Justice Cross) 


Estate duty — exemption — chattels of national, scientific, 
historic or artistic interest — bequest thereof free of duty – 
incidence of duty on future sale~ Finance Act, 1896, 
Section 20 ~ Finance (1909-10) Асі, тото, Section 63 
— Finance Act, 1930, Section 40 ~ Finance Act, 1950, 
Section 48. 

The testator, who died on October gth, 1953, 
bequeathed, free of duty, certain chattels including 
some which were of national, scientific, historic or 
artistic interest within Section 40 of the Finance Act, 
1930, and were therefore exempt from duty while 
remaining unsold. The testator made other gifts, all 
free of duty, and directed that his residue be held on 
trust for sale and conversion, and that out of the 
proceeds of sale, and after the payment of the funeral, 


testamentary and other expenses, the trustees were 
to pay ‘the estate duty payable on my death’ in respect 
of any part of his estate, and were to pay ‘all legacy, 
succession and other duties payable on my death on 
any gifts which by my will... are made free from 
duty’. The ultimate residue was to he divided 
among a large number of legatees. None of the chattels 
within Section 40 of the Finance Act, 1930, had been 
на ви among the legatees, and none had been 
sold. 

Having regard to those gifts of those chattels ‘free 
of duty’ the executors took out a summons on the 
question whether the legatees thereof were entitled 
to be paid out of the residue the estate duty which 
would become payable on a sale by the legatee of any 
such chattel or on breach of the undertaking required 
by Section 48 (1) of the Finance Act, 1950; and the 
executors also applied that if the first question was 
answered in the affirmative, directions might be 
given to them as to what provision they should make 
for such duty contingently payable, so that they could 
proceed to distribute the balance of the residue. The 
second question was stood over. 

Held: the words ‘free of duty’ related not only to 
duty payable on the death of the testator, but also 
to duty contingently payable, under Section 4o of 
the Finance Act, 1930, on a sale of the chattels; 
and that accordingly both categories of duty would 
be payable out of the residue. 
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. Finance and 
Commerce 


Building Society Accounts 

'HE report of the directors with the ninety-eighth 

annual accounts of the City of London Building 
Society (signed incidentally by the chairman, Mr 
С. К. Appleyard, ¥.c.a., who is also the present 
chairman of the London and District Society of 
Chartered Accountants) draws attention to the fact 
that with the coming into force of the new Building 
Societies Act on October ist last, a comprehensive 
review of systems of financial accounting, records 
and custody of documents has become necessary to 
ensure that the provisions of the new statute are 
being complied with, Nevertheless, the accounts for 
the year which ended on the day before the Act’s 
prescribed date are presented as far as possible in 
the form that will be statutory next year. This has 
been facilitated, states the report, by the fact that a 
number of the provisions of the new Act follows the 
Society’s current practice of presentation and 
disclosure. 


Cost of Land 

It is a custom of this Society to include with its 
annual report and accounts an article on a topic of 
current interest; this year “The price of land’ has 
been contributed by Mr W. E. A. Bull, a chartered 
surveyor member of the board. It is a matter in 
which many readers setting up or moving homes will 
be interested. Mr Bull refutes the idea that rising 
land prices are due to the activities of speculators. 
It is the natural result, he says, of great demand 
operating on short supply. 

In and around London, Mr Bull points out, the 
price of land for house building varies roughly 
between £6,000 and £15,000 an acre, and £4,000 to 
£8,000 in the case of the larger and more prosperous 
provincial towns. 

Before the war, it was his experience that the cost 
of land including road and development costs was, in 
an area of intensive development, about one-third 
of the selling price of the completed house. Thus, 
with twelve houses to the acre and selling at £725 each 
land and road costs would have been about £240 per 
house. Allowing £30 for road costs, this would have 
represented approximately £2 250 per acre. 

Today, says Mr Bull, the same kind of house will 
perhaps sell for £3,000 and on the same ratio the 
land, including roads, might sell for £1,000. Now, 
however, the roads will represent not less than £200 e 
per house so the land would cost £9,600 per acre. 
From which it would seem, he says, that the price of 
land today is not much higher in relation to the 
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selling price of the completed house than it was 
before the war. 


Land and Earnings | 

We cannot help feeling, however, that there is a little 
more to it than that. In viewing the accounts and the 
affairs of the big property developing companies, 
land can be seen as part of the stock-in-trade; funda- 
mentally, the most important part because it is not 
man-made like bricks and materials and cannot 
therefore be multiplied. 2 

And there is undoubtedly a scramble by the 
developers for land. They recognize its. scarcity in 
urban areas and must assure themselves that they 
have land in hand to keep them in existence as going 
concerns. Bricks can be ordered when you want 
them even though you may have to wait for delivery;, 
this cannot be so, however, with land. 

There was a reference to this in the recent report 
of Hallmark Securities Ltd. The acquisition of 
building land, it stated, continued to be the com- 
pany’s policy and eleven towns were listed where 
sites have been purchased for development in the 
1961-62 programme, in addition to the balance of the 
large estates at present in course of construction. 

Much of the land owned, stated Mr Sidney Bloch, 
the chairman, had been acquired at prices far below 
those now current and the board was of the opinion 
that in the immediate years ahead, a substantial 
element of the earnings of the group would arise from 
this source. 

There is no final escape from the effect of the 
forces of supply and demand but there does appear 
to be an intensification of demand as developers 
actively search for land to assure themselves of 
continued existence in the years ahead. . 


At the Meeting 

At the City of London Building Society's annual 
general meeting on December 13th, Mr Appleyard 
referred to two items in the accounts. One was the 
below-the-line additional tax liability. It had been 
the Society's custom in the past to accrue the interest 
on fixed interest stocks, he said, because it was a 
statutory requirement. It would still be necessary under 
the new Act and of course, said Mr Appleyard, if the 
interest was brought in, one should also accrue the tax 
liability which the Society had not done previously. 

The refund due to the Society for post-war credits 
had also been credited. Under the 1959 Post-war 
Credits Act, it was now apparent that the Government 
was going to repay these amounts and furthermore, 
tax-free interest would accrue from October 186, 
1959. In the circumstances, it seemed advisable to 
include the item. 

While welcoming the new form for Building 
Societies’ accounts, Mr Appleyard was critical of the 
seventeen pages of forms to be completed for .the 
annual return. ‘One can only think’, he said, ‘that all 
this very detailed information is required out of con- 
sideration for the Government's statistics department." 
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The 1960 Building Societies Act with its ‘very 
welcome tightening up’ would give the public much 
better protection. But they had hoped for a new Act 

- and not an amending Act. ‘It is axiomatic’, said Mr 
Appleyard, ‘that you never get good Acts of Parlia- 
ment when they are made under the shadow of a 
public scandal. The law-makers seem to think that 
everybody concerned must either be a criminal or 
potential criminal and they legislate accordingly.’ 


H.P. Losses 


RADUALLY the cost of last year’s hire- 

purchase ‘free for all’ is being counted. In 
recently published accounts there have been many 
references to hire-purchase finance losses. Easterns 
Ltd, the furniture store company, recently had to 
report that the hire-purchase finance division of the 
organization had lost some £300,000. That news 
followed quickly after the report of ‘substantial losses’ 
~ by the Charterhouse Credit Corporation, and in that 
particular case we would reiterate the criticism we 
have previously registered against the use of words in 
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company reporting where figures are obviously 
available and should be given. 

Losses are also being shown by subsidiaries of a 
number of industrial trust companies which have 
added hire-purchase interests to their diversified 
investment pattern. Wood Hall Trust Ltd acquired 
in 1959 the whole of the Preference shares and half 
the Ordinary shares in Peter Long Group Ltd for 
£175,000. Mr Michael Richards, the Trust’s chair- 
man, now has to report that a greater part of the share 
capital of the Peter Long Group has been lost because 
of hire-purchase finance losses due ‘mainly to fraud 
on the part of certain dealers’. 

In Wood Hall Trust’s accounts the whole of the 
original investment has been written off against 
capital reserve; and Mr Richards goes on to say that 
since the end of the year it has been decided ‘to, 
concentrate the whole of the hire-purchase business 
of the group in the main subsidiary, Trade Accept- 
ances Ltd, and to place that subsidiary on a sound 
financing footing by Wood Hall putting up £100,000 
in the subscription for additional shares in its capital’, 





CITY NOTES 


HRISTMAS week in the stock-markets this year 

was in marked contrast to Christmas week a year 
ago. Then, the tail of the boom was still wagging 
strongly and although within a few weeks the boom 
was to break, the market atmosphere was decidedly 
confident. On Christmas Eve last year there was even 
a take-over bid when Metal Industries put in a bid 
for Lancashire Dynamo. 

This year, markets are sluggish and dull and the 
new year prospect is hardly bright. November’s 
trade figures were neither here nor there as a market 
pointer, since they were so obviously affected by the 
clearing up of the tally clerks’ strike position. 

It was noticeable that while the stock-market made 
the most of the figures, the tone immediately turned 
for the worse following the news of the Дтот million 
balance of payments deficit in the third quarter of 
this year. The fal] in equity prices periodically brings 
in support but each rally sooner or later comes up 
against hard economic facts. 

In the new year the Government will possibly face 
the difficult problem of finding it necessary to ease the 
credit squeeze internally for political, rather than eco- 
nomic, reasons at a time when external conditions in 
.. all probability will continue to suggest that internal 
. credit pressure is still needed; and politics rather than 

economics may win the day, particularly if unemploy- 
ment rises as it could well do, early in the new year. 
The broad view of the stock-markets is that it will 
be well into the new year before any recovery in 
equity prices can be justified. Meanwhile the weight 
of money required for the support of new capital 
issues remains extremely heavy and must be taken 
into account when assessing immediate prospects. 


RATES AND PRICES 
Closing prices, Tuesday, December 20th, 1960 


Tax Reserve Certificates: interest rate (26.11.60) 396 


Bank Rate 
May 22, 1958 54% Jan. 21, 1960 5% 
June 19, 1958 5% June 23, 1960 6% 
Aug. 14, 1958 43% Ос. 27, 1960 52% 
Nov, 20, 1958 4% Dec. 8, 1960 5% 
Treasury Bills 
Oct. 14 £5 95 635d% Nov. 18 £4 138 5'934% 
Oct. 21 £5 6s 6-38d% Nov. 25 £4 125 9'254% 
Oct. 28 £5 15 9:52d99 Dec. 2 £4 125 5'554% 
Nov. 4 £4 175 979d% Dec. 9 £4 95 783d% 
Nov. 11 £4 155 5'464% Dec. 16 44 75 6:04d% 
Money Rates 

Day to day 344% Bank Bills 
7 days . a 44 2 months 41741 76 
Fine Trade Bills 3 months 43-4 ds 96 

3 months 58-696 4 months 42-41% 

4 months 53-696 6 months 43-4896 

6 months 53-6196 

Foreign Exchanges 
New York 2:80$-i Frankfurt 10*701—71 
Montreal 2:75-1 Milan 1742-1 
Amsterdam ro'581-$ Oslo 2001-2 
Brussels 139:361-1 Paris 13778-4 
Copenhagen 19°334-2 Zürich 12:08 -# 
Gilt-edged 

Consols 24% 44ixd Funding 4% 60-90 — 874 
Consols 4% 67% Savings 24% 64-67 824} 
War Loan 33% 59b Savings 3% 55-65 890 
Conversion 34% 59i Savings 3% 60-70 78% 
Conversion 3195 1969 848} Savings 3% 65-75 ne 
Exchequer 54% 1966 1006 Treasury 24% 43t 
Funding 3% 66-68 82% Treasury 34% 77-80 714 
Funding 3% 59-69 818 ‘Treasury 32% 79-81 71% 
Funding 33% 99-04 63$ Victory 4% 93$ 
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Audits of Building Societies - I 


Statement issued by 
The Institute of Chartered Accountants in England and Wales 


The Building Societies Act, 1960, which came into force on October 1st, 1960, has intro- 
duced fundamental changes in the law governing the accounts and audit of building 
societies, Auditors of building societies will need to make a thorough reassessment of 
audit objectives and procedures in the light of this new Act. A statement has therefore 


been issued by the Council of The Institute of Chartered Accountants in England and 


Wales for the guidance of members. The first part of the statement, with the Appendix, 
is reproduced below; the reproduction will be concluded in next week’s issue. 

The Council wishes to emphasize that the statement is for guidance only. Auditors 
must exercise their professional shill and judgment in deciding for themselves the 
nature and extent of the tests and inquiries which they must make in order to dis- 


charge their statutory duties. 


The statement relates to the accounts and audit provisions of the Act. It does not 
purport to review other features of the Act with which auditors should be conversant in 
relation to the transactions of a building society. 


FUNDAMENTAL CHANGES 


HE Building Societies Act, 1960, has brought to 

an end the long period, nearly a century, during 
which the nature and contents of the annual accounts 
of building societies were not governed by adequate 
statutory requirements but the auditors were required 
to certify that the annual statement was ‘correct, duly 
vouched and in accordance with law’. 

2. Such a certificate was unrealistic and out of tune 
with responsible auditing practice. Some auditors found 
themselves, for example, faced with accounts where 
transactions around the year end had resulted in a 
balance sheet which showed the correct position but 
gave a false view of the state of the society’s affairs, or 
a revenue account in which the items were correctly 
described but gave a false view of the results of the 
income and expenditure for the year. 

3. The new Act changes this. It places entirely new 
statutory responsibilities on directors and auditors in 
relation to the accounts of building societies. It also 
requires the holding of an annual general meeting 
and makes important new provisions governing the 
procedure for appointing auditors and their eligibility 
for appointment. These changes are based substantially 
on the accounts and audit provisions of the Companies 
Act, 1948, and in particular on the ‘true and fair’ 
concept underlying those provisions. The scope of the 
new requirements can be summarized very briefly as 
follows: 


(а) directors are liable to penalties (including 
imprisonment) if they do not take all reasonable 
steps to ensure compliance with the require- 
ments relating to: 

(i) the keeping of proper books of account, the 
maintenance of a system of control of the 
books and transactions and the safe custody 
of deeds and documents of title (Section 38); 

(ii) the keeping of records of the valuation of the 
security on which advances are made 
(Section 14 (A); 

(iii) the accounts to be laid before the society at 
the annual general meeting; the revenue and 
appropriation account must give a true and 
fair view of the income and expenditure of 


the society for the financial year and the 
balance sheet must give a true and fair view 
of the state of the affairs of the society as 
at the end of the financial year (Sections 
39 and 40); 

(5) auditors have a statutory duty to carry out such 
investigations as will enable them to form an 
opinion as to whether there has been compliance 
with the requirements referred to in (i) and (ii) 
above and, if not, to report accordingly; and they 
must report whether in their opinion the annual 
accounts referred to in (iii) above give the true 
and fair view required by the Act (Section 45); 

(с) the appointment and removal of auditors are 
subject to procedure similar to that under 
company law (Sections 46 and 47); 

(d) eligibility for appointment as auditors is governed 
by provisions relating to qualification and inde- 
pendence which are more stringent than those 
under company law (Section 48); 

(e) a society incorporated after the commencement 
of the Act is prohibited from advertising until it 
obtains the written consent of the Chief Registrar 
of Friendly Societies (Section 5) and an applica- 
tion for consent must be accompanied by a report 
by the auditors in the terms required by para- 
graph 4 of the Second Schedule. 

4. In addition to the requirements relating to the 
annual accounts, the auditors have a statutory duty to 
report on the annual return required by Section 50 to 
be made to the Chief Registrar of Friendly Societies. 
The auditors’ report on the annual return is governed 
by Section 51 and also by Section 54 (3) under which 
they have a duty to include in their report, so far as 
they are reasonably able to do so, a statement giving 
the required particulars if the return does not comply 
with Section 54 (1) relating to disclosure of advances 
to any director or the manager or secretary or to 
companies in which they are interested. 

5. The Chief Registrar of Friendly Societies has 

* made under the Act the following regulations regarding 
accounts and the annual return: 

(a) The Building Societies (Accounts) Regulations, 
1960 (S.I. 1960 No. 1826) prescribing a form 
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of balance sheet and revenue and appropriation 
account and specifying certain matters to be 
shown therein; 

(b) The Building Societies (Annual Return and 
Auditors’ Report) Regulations, тобо (5.1. 1960 
No. 1827) prescribing the form of annual return 
and specifying parts thereof with which the 
auditors are not required to deal in their report 
on the return. 


6. With the annual return form the Chief Registrar 
issues to building societies a document entitled ‘Notes 
for guidance in completing the prescribed form of 
annual return for building societies’ and this bears 
the instruction ‘A copy of these notes should be 
handed to the auditors before the audit is commenced’. 


AGENCIES 


7. By reason of Section 48 a person is not eligible for 

appointment as auditor if he is: 

(a) an officer or servant of the building society; 

(b) a partner of or in the employment of, or if he 
employs, an officer or servant of the building 
society. 

Where an auditor (or his partner or firm or employee 
or employer) acts as agent for the building society it 
will be necessary to decide whether the arrangement 
can lawfully be continued. The decision will depend 
upon the true nature of the arrangement. If it is such 
that in law the agent is an officer or servant of the 
building society, then neither the agent nor any 
partner or employee or employer of the agent may 
lawfully be appointed auditor. Irrespective of the 
position under the Act the propriety of such an 
arrangement should be considered from the standpoint 
of professional independence. 


COMMISSIONS 


8. The Council is advised that an auditor would be 
held to be an 'officer' of the building society for the 
purpose of Section 55. This section makes it unlawful 
for a director or other officer to receive any com- 
mission or other benefit in connection with insurance 
policies effected in the circumstances covered by the 
section. . 


AUDITORS’ RIGHTS AND DUTIES 


9. The following paragraphs summarize the rights 
and duties of the auditors under Sections 45 and 5r. 
These sections are reproduced in the Appendix. 


Auditors’ Report on the Annual Accounts 


то. Subsections (1) to (3) of Section 45 relate to the 
report which the auditors must make to the members 
of the society on the annual accounts. The auditors’ 
work should be designed to enable them to make this 
` report, in which they are required to state: ' 

(a) whether the balance sheet and revenue and 
appropriation account are properly drawn up in 
accordance with the requirements of the Act 
and the regulations made thereunder; and 

(b) whether in their opinion the balance sheet gives 
a true and fair view of the state of the society's 
affairs as at the end of its financial year and the 
revenue and appropriation account gives a true 
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and fair view of the income and expenditure of 
the society for its financial year. 


ІІ. In connection with (a) above the regulations 
made by the Chief Registrar of Friendly Societies, 
prescribing the form and contents of the balance sheet 
and the revenue and appropriation account, are 
important; but it is also important to remember that 
these regulations are without prejudice to the require- 
ment under Section 40 (1) to give a true and fair view 
or to any other requirements of the Act. 


Underlying Records . 


12. Subsection (4) of Section 45 places a positive 
duty on the auditors to carry out such investigations 
as wil enable them to form an opinion on certain 
matters which they are not required to refer to in their 
report unless they form an adverse opinion. The 
absence of any comment in their report is 
therefore equivalent to a positive statement by ' 
the auditors that they have investigated and 
satisfied themselves on all the following matters: 


(i) Whether the society has kept proper books of 
account and proper records of the matters referred 
to in Section 14 (4). 


13. The statutory requirement to keep proper books 
of account is contained in subsection (x) of 
Section 38: 


Чт) Every building society shall cause to be 
kept proper books of account with respect to its 
transactions and its assets and liabilities. For the 
purposes of this subsection, proper books of 
account shall not be deemed to be kept with 
respect to the matters mentioned in this sub- 
section if there are not kept such books as are 
necessary to give a true and fair view of the state 
of the affairs of the building society and to explain 
its transactions.' 


14. Section 14 relates to the valuation of the security 
to be taken in respect of advances to be made 
by the society. Subsection (1) (b) requires a 
written report prepared and signed by a com- 
petent and prudent person. Subsection (4), on 
which the auditors must be satisfied, provides: 

*(4) Every building society shall cause to be kept 

records showing with respect to every advance 
made by the building society after the commence- 
ment of this Act on the security of freehold or 
leasehold estate: 

(a) the value placed upon the estate in the 
report thereon under paragraph (b) of sub- 
section (1) of this section, and the name of 
the person by whom the report was made, 


an 
(b) particulars of any additional security taken 
by the building society.’ 
15. Further relevant provisions are contained in 
Section 66: 


*66. (1) Any register, record or book of account 
to be kept by a building society may be kept either 
by making entries in bound books or by recording 
the matters in question in any other manner. 

*(2) Where any such register, record or book of 
account is not kept by making entries in a bound 
book but by some other means, adequate pre- 
cautions shall be taken for guarding against 
falsification and facilitating its discovery, and 
where default is made in complying with this 
subsection, the building society and every officer 
of the building society who is in default shall be 
guilty of an offence under this Act.' 
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(ii) Whether the society has maintained a satisfactory 
system of control over its transactions and records 
and, in particular, whether the requirements of 
subsections (2) and (3) of Section 38 have been 
complied with. 


16. The requirements of those two subsections of 
Section 38 are as follows: 

‘(2) Every building society shall establish and 
maintain a system of control and inspection of its 
books of account and a system for supervising its 
cash holdings, and all receipts and remittances. 

s *(3) Every building society shall establish and 
maintain a system to ensure the safe custody of all 
documents of title belonging to the building 
society and of the deeds relating to property 
mortgaged to the building society, and for the 
purposes of this subsection a building society shall 
not be deemed to have established a proper 
system unless, under the system, on each occasion 
on which any such document of title or deed is 
released from the custody of the officers of the 
building society, the consent is obtained of the 
board of directors of the building society, or of a 
person authorized by the board of directors of 
the building society to give such a consent.' 


(iii) Whether the balance sheet and revenue and 
appropriation account are in agreement with the 
books of account and records of the society. 


Rights of Access 


17. Subsection (5) of Section 45 gives the auditors 
full rights of access to records and information. If 
they fail to obtain all the information and explanations 
which to the best of their knowledge and belief are 
necessary for the purposes of their audit they are 
required to state that fact in their report. 


Attendance at General Meetings 


18. Subsection (6) of Section 45 gives the auditors 
a right of attendance and audience at general meetings 
of the society. 


Annual Return 


19. The form and contents of the annual return to 
be made to the Chief Registrar of Friendly Societies 
under Section 50 have been prescribed by the Chief 
Registrar. In addition to much other information the 
return includes a balance sheet and a revenue and 
appropriation account in the same form as the annual 
accounts prescribed by the Chief Registrar. Under 
Section 51, the auditors are required to report on the 
annual return and their report (which is entirely distinct 
from their report on the annual accounts) must state: 


(2) whether in their opinion the return is properly 
drawn up in accordance with the requirements of 
the Act and regulations made thereunder; 

(5) whether the return gives a true and fair view of 
the matters to which it is addressed (other than 


those with which the auditors are not required to 
deal); 


(c) whether the return is in agreement with the books 
of account and records of the society. 


20. In connection with (2) above the requirements of * 


Section 54 are important. This section relates to 
disclosure (in the annual return) of advances to any 
director or the manager or secretary or to companies in 
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which they are interested; and subsection (3) places a 
specific duty upon the auditors in relation to this 
information. In view of its importance, Section 54 is 
reproduced in full in the Appendix. 


SUGGESTED AUDIT PROCEDURES 


21. In the remainder of this statement attention is 
directed to the more important aspects of the audit of a 
building society in the light of the new requirements. 
Many matters not mentioned here will require exami- 
nation but most of them do not involve considerations 
peculiar to building societies. Moreover, as in all 
auditing, the auditors of a building society must 
exercise their professional skill and judgment in 
order to decide for themselves the nature and 
extent of the test and inquiries which they 
should make in order to discharge their statu- 
tory duties. The procedures suggested here are for 
guidance only and they do not purport to be a com- 
prehensive programme for the audit of a building 
society. 

22. Emphasis is here placed on the vital need to 
ascertain and test the system of internal control, not 
merely because of the auditors’ duty under Section 45 
(4) but because this is fundamental to all responsible 
auditing. At all times the auditors should bear in mind 
that they are not appointed as a substitute for proper 
management. The responsibility for maintaining an 
adequate system of control rests firmly on the directors; 
the auditors’ duty.is to consider whether that responsi- 
bility has been discharged. 


Testing the System of Internal Control 


23. By 'internal control' is meant the whole system 
of controls, financial and otherwise, established by the 
management in the conduct of a business, including 
internal check, internal audit and other forms of control. 
It covers everything which the management of a 
building society should arrange, whether required by 
the Act or not, in order to carry on the business of the 
society in an orderly manner, safeguard its assets and 
ensure the accuracy and reliability of its records. 

24. The auditors should compile and maintain an 
up-to-date record of the system of internal control, 
obtaining copies of rules, standard forms, internal 
instructions and any publications showing terms of 
business. This record should cover each aspect of the 
society's activities (such as advances, shares, deposits, 
custody of assets, handling of cash) and should include: 

(a) decisions of the board of directors laying down 
policy concerning such matters as advances, 
rates of interest and the investment of surplus 
funds; i 

(b) the delegation of powers to officials and staff, 
names of authorized officials and the extent of 
delegated authority; 

(c) the duties of the staff of the society and the divi- 
sion of responsibility between them; 

(d) any limitation of access imposed on officials of 
one department to records maintained by 
another; 

(e) the system of internal check, that is to say the 
checks on the day-to-day transactions which 
operate continuously as part of the routine system 
whereby the work of one person is proved inde- 
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pendently or is complementary to the work of 
another, the object being the prevention or early 
detection of errors and fraud: it includes matters 

j such. as the allocation of authorities and the 
division of work referred to in (b), (c) and (d) 
above and also the proper method of recording 
transactions and the use of independently 
ascertained totals against which a large number 
of individual entries can be proved; 

(f) internal audit, if any; where there is an internal 
audit the statutory auditors should have regard 
to the Council's Notes on the relation of the 
setae eost, in Ma, shetty andis (anion Qn e 
the Members’ Handbook). 

25. On the occasion of the first audit under the Act, 
the auditors may consider it advisable, so far as the 
above matters are not already covered by board 
instructions, to seek the confirmation of the board to 
the record which the auditors have prepared. 


26. An examination of the system of internal control 
will enable the auditors to decide whether it is satis- 
factory. With large societies and those having branches 
and agencies, it is to be expected that the system of 
control would be comprehensive; with smaller societies, 
having less opportunity for the division of responsi- 
bilities and the institution of internal checks, the 
system of internal control could be less comprehensive 
without necessarily being unsatisfactory. This is a 
matter upon which the auditors must exercise their 
judgment. The directors of every society, irrespective 
of its size, have a statutory duty to ensure that there 
is a proper system of control over the records and 
transactions and the safeguarding of the society’s assets. 


27. If the auditors are satisfied that the system of 
internal control is sound. іп principle, they will be 
able to confine their detailed checking to an appropriate 
series of tests of the routine transactions by examination 
“п depth’. Examination ‘in depth’ means tracing a 

--transaction or other unit of procedure through each 
stage from origin to conclusion, checking each relevant 
aspect (however small) in detail with vouchers, records 
and authorities and observing the incidence of internal 
check and delegated authority. 


28. At each audit the number of such tests must be 
sufficient to enable the auditors to satisfy themselves 
whether the system of internal control is properly 
operated and is effective. For a small society the tests 
will cover a greater proportion of the transactions than 
is necessary for a larger society where a more compre- 
hensive system of control can be and is operated. 


29. In the event of minor breaches of the system the 
auditors should see that appropriate steps are taken to 
rectify them and extend the audit to cover the gap. 
If however the auditors are of opinion that the internal 
control does not deal adequately with any of the matters 
which they are required to investigate under Section 

_ 45 (4) they must include in their report a statement of 
their opinion as to the nature of the shortcomings. 


Mortgage Advances 


30. The auditors will have to decide upon the natur 
and extent of the tests which they should apply to tg 
new advances on mortgage, including such test 
depth’ as may be appropriate, 
expedient to do this work dug 
concurrently with the 
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procedures will be governed by their assessment of the 
system in the light of the considerations referred to ín 
the following paragraphs. 


31. The proper control of advances on mortgage is of 
fundamental importance in the operations of a building 
society. A sound and effective system of internal 
control is vital. The system must take into account the 
provisions of the Act relating to 'special advances'; 
these are defined in Section x and subsection (2) 
provides specifically that a society 'shall so conduct its 
business as to secure that special advances are not made 
by it except as authorized by this section’. Whén the 

У, Tame тихо отсе an essenüd step ior every paling 
society was to identify existing advances which fall 
within the definition of ‘special advances’. 

32. The rules and policy of the society may impose 
limitations (additional to the statutory restrictions on 
‘special advances’ and the requirements of Sections 14 
to 20 of the Act) as to: 

(a) types of property which may be accepted as 

security; 

(b) proportion of the value of the security which may 

be advanced; 

(c) overall limit on the amount which may be ad- 

vanced either per property, per borrower or over 
a stated period; 

(d) types of additional security which may be 

accepted and any special conditions; 

(e) the competent persons who are eligible to value 

properties; 

(f) advances on properties in course of erection; 

(g) rates of interest and repayment terms. 

33. There will usually be a scheme of delegation by 
the board whereby the society’s officials and agents 
are authorized to make offers, subject to limits which 
may vary according to the status of the official. 


34. The records maintained by the society in respect 
of advances should include the following which are 
hereafter referred to as the ‘advance records’, irrespec- 
tive of the form they may take in any particular society: 

(a) offers of advances and by whom authorized; 


(b) security for advances, survey report, solicitors' 
report on title, and status reports; 


(c) name and address of borrower; 

(d) terms; . 

(е) records of compliance with any conditions; 
(f) board approval; 

(g) acceptance or withdrawal of applications. 


35. The society should have an established procedure 
to ensure that it obtains from its solicitors, within a 
reasonable time, either notice of completion and the 
mortgage and title deeds or return of the society's 
funds. This is important as building societies are 
normally obliged to pay to their solicitors the amount 
of the advance some time before they can expect the 
deeds; moreover a proportion of approved advances is 
never completed. There will accordingly be a need for 
an active ‘follow-up’ procedure for the return of 
: s from the solicitors. Е 


records’ should ђе in such а fotm 
to comply with the statutory 
vances’ and to give the 

ual accounts and the 
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on the system of control throughout the year and on the 
view of the state of the society’s affairs as presented 
in the annual accounts. The number of deeds to be 
examined is a matter for the judgment of the auditors 
of each society in the process of examining the sound- 
ness and effectiveness of the system. Deeds which are 
not available for inspection will call for special inquiries 
to be pursued until the auditors are satisfied with the 
explanation. 

42, When examining deeds the auditors’ purpose 

should be to ascertain whether: 

(a) the mortgage is in the name shown in the ‘advance 
records’, unless it is a ‘transfer of equity’ in 
which case the mortgage would be in the name 
of the original mortgagor while the name in 
the ‘advance records’ should be that of the 
transferee in the new document of title; 

(5) there is a document of title to the property under 
mortgage (see paragraph 43 below) and the 
Society's solicitors have been satisfied as to the 
borrower's title; 

(с) the amount of the advance as stated in the 
mortgage deed is the same as, or greater than, 
that shown on the ‘advance records’; 

(d) the mortgage deed is stamped, properly signed 
and witnessed and is prima facie in order; 

(e) the property is adequately insured, the premium 
is paid up to date and the society's interest as 
mortgagee is endorsed on the insurance policy. 


43. Auditors are not expert at examining titles, but 
they should satisfy themselves that prima facie the 
documents of title cover the mortgaged property. 
Although there are a number of exceptions, documents 
of title are generally of the following kinds: 


(a) Conveyances of freeholds. As the society can only 
accept first charges on property, apart from 
the exception given by Section 17 of the Act, the 
conveyance to the borrower must be in the 
custody of the society. The name of the borrower 
appearing in the mortgage deed should be the 
same as the name of the purchaser in the con- 
veyance and the property should be similarly 
described in both documents. 

(Б) Assignments of leaseholds. The assignment consti- 
tutes the title. In the absence of a main lease it 
requires an indication that the society's solicitors 
have been satisfied that the assignment to the 
borrower was of a lease of property or land 
previously leased to the assignor. The name of 
the borrower in the mortgage deed should be the 
same as the name of the assignee in the assign- 
ment. 

(c) Land Registry certificates. The details of the 
property and name of the borrower as appearing 
on the Land Registry certificate should corres- 
pond with the details in the mortgage deed. 
With new building plots the best identification 
may be the title number, which is noted on the 
certificate and on the mortgage. Section (с) of the 
Land Registry certificate is termed 'Charges 
Register’; under this section there will appear the 
society’s name as mortgagee and the date of the 
mortgage. The society's charge should come first 
on the charges register unless a note that a prior 
charge has been postponed in favour of the 
society is also registered. 
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(d) Scottish titles. The ‘disposition’ dispones the 
property to the society while the ‘minute of 
agreement'! between the society and the borrower 
provides that this disposition although apparently 
absolute in its terms is granted only in security 
of the loan. The name of the borrower, the 
amount of the loan and the description of the 
property should coincide in these documents and 
with the society's records (except that the amount 
of the loan will not appear in the disposition). 
The disposition should be recorded in the 
Register of Sasines and should bear the Registrar's 
stamp; there is considerable delay in recording 
and in new cases it may be necessary to verify that 
the disposition has been lodged for recording. 
For leasehold property the ‘assignation’ will 
assign the lease of the property to the society 
and should be accompanied by a minute of 
agreement similar to that referred to above. 


44. Where the borrower is a company the registra- 
tion of the charge should be evidenced by a certificate 
from the Registrar of Companies if the company has 
its registered office in England or if property in 
England has been mortgaged by any company with 
an established place of business in England. 


45. Where an advance is made by instalments and 
the mortgage deed does not record the receipt of the 
full consideration, the separate receipts, making up 
the total amount of the advance, should be available. 


46. Where a life endowment policy is collateral 
security for a mortgage, the policy and notice of 
assignment to the society, duly acknowledged by 
the insurance company, should be available with the 
receipt for the current premium; particulars of the 
policy should be correctly stated in the mortgage deed. 
If there is other collateral security, the document of 
title to the security or of agreement between the 
society and the person giving the security should be in 
the possession of the society. 

(The appendix is reproduced below and the remainder of 
the statement will appear in next week's issue.) 


APPENDIX 


The following sections of the Building Societies Act, 
1960, are reproduced for convenient reference: 


Section 45 


45. — (1) The auditors of a building society shall 
make a report to the members on the accounts examined 
by them, and on every balance sheet and every revenue 
and appropriation account laid before the building 
society at the annual general meeting during their 
tenure of office. 


(2) The auditors’ report shall be read before the 
building society at the annual general meeting and 
Shall be open to inspection by any member. 


(3) The report shall state whether the balance sheet 
and revenue and appropriation account are properly 
drawn up in accordance with the requirements of this 
Act and the regulations made thereunder and whether, 
in the opinion of the auditors, they give a true an 

* fair view: 5 

(a) in the case of the balance sheet, of the state of 
2 Some societies do not enter into a ‘minute of agreement’; instead 
they require the borrower to grant a ‘bond’. 
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the building society’s affairs as at the end of its 
financial year; and 

(6) in the case of the revenue and appropriation 
account, of the income and expenditure of the 
building society for its financial year. 


(4) It shall be the duty of the auditors of a building 
society in preparing their report under this section to 
carry out such investigations as will enable them to 
form an opinion: 

(a) as to whether the building society has kept 
proper books of account and proper records of 
the matters referred to in subsection (4) of 
Section fourteen of this Act; and 

(5) as to whether the building society has maintained 
a satisfactory system of control over its trans- 
actions and records, and, in particular, whether 
the requirements of subsections (2) and (3) of 
Section thirty-eight of this Act have been com- 
plied with; and 

(c) as to whether the balance sheet and revenue and 
appropriation account are in agreement with the 
books of account and records of the building 
society, 


and if the auditors are of opinion that the building 
society has failed to keep proper books of account or 
proper records of the matters referred to in subsection 
(4) of Section fourteen of this Act, or to maintain a 
satisfactory system of control over its transactions and 
records, or if the balance sheet and revenue and 
appropriation account are not in agreement with the 
books of account and records of the building society, 
the auditors shall state that fact in their report. 


(s) Every auditor of a building society shall have a 
right of access at all times to the books, accounts, 
records and vouchers of the building society and to all 
other documents relating to the affairs of the building 
society (including the deeds relating to property 
mortgaged to the building society), and shall be 
entitled to require from the officers of the building 
society such information and explanations as he thinks 
necessary for the performance of the duties of the 
auditors; and if the auditors fail to obtain all the 
information and explanations which to the best of 
their knowledge and belief are necessary for the 
purposes of their audit, they shall state that fact in 
their report. 


(6) The auditors of a building society shall be entitled 
to attend any general meeting of the building society 
and to receive all notices of and other communications 
relating to any general meeting which any member of 
the building society is entitled to receive, and to be 
heard at any meeting which they attend on any part 
of the business of the meeting which concerns them as 
auditors. 


Section 51 


51.—(x) The auditors of a building society shall 
make a report on the annual return which shall be 
annexed to the annual return made to the Chief 
Registrar. 


(2) Regulations under the last foregoing section may * 


provide that the auditors of the building society shall 
not be required in their report on the annual return to 
deal with such of the matters to be contained in the 
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annual return as may be prescribed by the regulations 
for the purposes of this subsection. 

(3) The auditors’ report on the annual return shall 

contain statements: 

(a) as to whether in their opinion the annual return 
is properly drawn up in accordance with the 
requirements of this Act and regulations made 
thereunder, and 

(b) as to whether the annual return gives a true and 
fair view of the matters to which it is to be 
addressed (other than those with which the 
auditors are, by virtue of regulations made in 
pursuance of the last foregoing subsection, not 
required to deal), and 

(c) as to whether the annual return is in agreement 
with the books of account and records of the 
building society. 


Section 54 


54. – (1) Every annual return shall contain parti- 
culats showing the amount of any advances made by 


4 


the building society during the financial year to which g 


it relates: 

(a) to any director or the manager or secretary of the 
building society, or 

(b) to any person who, after the making of the 
advance, became a director or the manager or 
secretary of the building society in that year, or 

(c) to a company or other body corporate in which, 
when the advance was made, or at any later time 
in the said financial year, a director or the 
manager or secretary of the building society held, 
either directly or through a nominee, shares the 
nominal value of which exceeded two and a half 
per cent of the total paid-up share capital of the 
company or other body corporate, or 

(d) to a company or other body corporate of which, 
when the advance was made, or at any later 


time in the said financial year, a director or the ~ 


manager or secretary of the building society was 
a director, general manager, secretary or other 
similar officer, 


and also, in the case of an advance under paragraph (с) 
of this subsection, particulars of the officer’s share- 
holding. 

(2) It shall be the duty of any director and the 
manager and the secretary of a building society to give 
notice in writing to the building society of such matters 
relating to his employment by, or other interest in, 
any company or other body corporate as may be 
necessary for the purposes of the foregoing subsection, 
and a person failing to comply with this subsection 
shall be guilty of an offence under this Act: 


Provided that in any proceedings against a person in 
respect of an offence under this subsection it shall be a 
defence to prove that he did not know at the time of the 
alleged offence that the building society had made the 


advance to the body corporate in question and that at 7 


that time reasonable arrangements were in operation 
to bring to his notice any advance made by the building 
society to any body corporate. 


(3) If the requirements of subsection (1i) of this 
section are not complied with, it shall be the duty of 
the auditors of the building society to include in their 
report, so far as they are reasonably able to do so, a 
statement giving the required particulars. 


x 
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Correspondence 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Hotel Accounts: July 1st, is the date on which the directors intended 

Treatment of Service Charges to acquire X., then X.’s, profits after this date may 

Sir, — The essential facts are that the service charges — Quite legitimately be included as post-acquisition in 
referred to by ‘P. N? (December roth issue) are the consolidated accounts. | | 

imposed and distributed by the company, and the With regard to the question of share valuation, the 

company must therefore accept responsibility for overriding consideration must be to present a true 


accounting for the amounts involved and for the 2nd fair view. It will thus be necessary for the 
collection of P.A.Y.E. directors of A. to determine a valuation of their holding 


in X. by reference to all relevant factors as at the 
date of acquisition. Any excess of the valuation over 
the nominal value of A. shares issued being eredited 


appropriate headings, one of which should be for the 10 Share premium account. This is contrary to the 
entry and summarizing of the amounts of service Wishes of company A. but it is essential in order to 


added to the bill. The total of this column should ђе give а true and fair view. It is considered that the 
credited to service account. valuation should be related to the market value of 


The distribution of the service charges should be X's shares acquired rather than those of company А. 
made through the wages slieets, not only for the pur- issued in exchange on the grounds that these are more 
pose of taxing under P.A.Y.E. but because the epresentative of real worth. . 
amounts involved will have to be included for the Yours faithfully, 
purport $ calculating graduated contributions under DERRICK. 
the new National Insurance Scheme. ; 

A column should also be provided in the wages Capital Allowances | 
book in which to enter and summarize the amounts 518, ~ I should welcome readers’ comments upon 
of service charge which are paid out. The total of this whether the practice still prevails of claiming accele- 
column should be debited to service account. rated capital allowances for more than a normal week's 

'The balance of this account represents undistri- working for plant and machinery. This is known as 
buted service charges to which the staff, by arrange- double-shift allowance. If so, I shall be pleased to 


In the interests of being consistent, the cash-book 
should contain the amounts for which receipts are 
issued, and these amounts should be analysed under 


ment, is entitled. learn the formulae adopted. Yours faithfully, 
It may well be that your correspondent can adopt W. 
a different system in keeping with the records of the Bad Manners ? 
company, but in all circumstances the underlying Syr, .. While having some sympathy with ‘Old- 
principles must be maintained. — fashioned A.C.A.' and other correspondents (Novem- 
Yours faithfully, i ber 19th and December 3rd and roth issues) about 
T. J. BARRETT, the lack of courtesy shown by potential employers, 
London, Wr. Secretary. and particularly where the applicant has received 


Grosvenor HOUSE (Park LANE) LTD — verba] or written promise of a reply, I suggest that 
tn the correspondence so far has looked at the problem 
Consolidation Problem from the applicant’s point of view only. 
Sir, ~ I found ‘Expatriate’s’ letter published in The My own experience as a ‘potential employer’ of 
Accountant dated December roth, most interesting. qualified accountants in industry shows that however 
Section 15 (5) of the Eighth Schedule of the English carefully and precisely an advertisement may be 
Companies Act, states that profits and losses shall not worded, a large number of replies are invariably 
be treated as revenue profits so far as they are profits received from applicants whose age, experience, etc., 
or losses before the date oz or as from which the shares do not conform with the stated requirements. It is 
~ were acquired. It does seem, therefore, that this not surprising that a potential employer should not 
section envisages the possibility of there being one waste time and money in replying to such appli- 
date on which a company becomes a subsidiary in the — cations. 
legal sense and another date for the purposes of cal- ‘Old-fashioned A.C.A? and your other corres- 
culating pre- and post-acquisition profits. Inthe case  pondents may one day find themselves with the 
quoted, X. became a subsidiary of A. on August 15th. ,unenviable job of trying to hold down office over- 
Assuming that company A. is entitled to all divi- heads and will then realize that ‘politeness costs 
dends from X., payable in respect of any period plenty. Yours faithfully, 
ending after June 3oth, then it seems to me that if BAD-MANNERED F.C.A. 
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Practitioners’ Fees 

Sir, ~ It was interesting to note that both Mr 
Nicholson and ‘Marmalade’ (December roth issue), 
suggested to your correspondent, ‘Perplexed’, a fee 
of one hundred guineas for his fourth case — ‘negotiat- 
ing with the Inland Revenue a threatened surtax 
direction whereby a compromise was concluded on 
the declartion of additional dividends of £8,500’. 

I have recently completed a similar case where the 
amount of dividend to be declared in order to avoid a 
direction amounted to £8,000. As cases which involve 
Section 245, of the Income tax Act, 1952, are best 
dealt with by personal interview at the offices of the 
Special Commissioners of Income Tax, I deemed it 
advisable, rather than spend several hours travelling 
to and from Thames Ditton, to instruct a leading firm 
of taxation consultants to undertake the negotiations. 
For their services they have rendered a bill of charges 
for twenty-five guineas. 

My own work involved writing two letters, three 
telepbone calls, a short interview with the consultants, 
arranging a directors’ meeting and an extraordinary 
general meeting, preparing minutes and undertakings 
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signed by each of the five shareholders and submitting 
copies of the minutes and the undertakings to the 
Inland Revenue. I consider that a fee of twenty-five 
guineas is an adequate charge for my services. 
Yours faithfully, 
ALSO PERPLEXED. 
(Nom de plume of a chartered accountant.) 


New Business: 
First Accounting Period 
Sir, - Would any reader comment on how the follow- 
ing first accounting period of a new business should 
be dealt with in ascertaining the first five years of 
assessment? 

Accounting period September 1st, 1958, to April 
3oth, 1960. 

I understand that 1958-59 to 1961-62 could be 
based on this period with 1962-63 being based upon 
the accounts to April 30th, 1961. Presumably capital 
allowances, particularly investment and initial allow- 
ances, would have to be calculated upon the same 
basis periods. Yours faithfully, 

OLTON. 


'A CHRISTMAS QUOTATION' 


The quotation, from А Christmas 26. Euclid 60. Isinglass. 
Carol, is – 27. Andante 6x. Venice. 

‘I will honour Christmas in my 28. Ra. 62. Envoy. 

heart and try to keep it all the 29. Tooting. 63. Ithuriel. 

year. I will live in the past, the 30. Acanthus. 64. Norwich. 

present and the future' 31. Necromancy. 65. Thackeray, William Makepiaca: 

. 32. Domitian, Titus Flavius. 66. Harris, Mrs. 

~and the answers to the questions 33. Turnhouse. 67. Enniskillen. 
on earlier pages in this issue are: 34. Roncesvalles. 68. Pansies. 

1. Ithaca. 35. Yarmouth. . 69. Adonais. 

2. Whymper, Edward. 36. Tirana. 70. Stravinsky, Igor. 
3. Ideography. 37. Oology. 71. Tichborne Case, The. 
4. Lorimer. 38. Kinetics. 72. Typewriter. 

5. Linchet. 39. Endymion. 73. Hudson, George. 
6. Hodge. 40. Engels, Friedrich. 74. Ermine Street. 

7. Ortheris. 41. Pig. 75. Popinjay. 

8. Nemesis. 42. Interpreter, Mr. 76. Rhinoceros. 

9. Onomatopoeia. 43. Tablet, The. 77. Ederle, Gertrude. 
10. Uruguay. 44. Agnes, St. 78. Stoics. 
11. Romanov. 45. Laches. 79. Eliot, George. 
12. Cupellation. 46. Lacrosse. 8o. Nankeen (Nankin). 
13. Hell, Lord George. 47. Tagus. 81. Toxicology. 
14. Rhadamanthus. 48. Hippocrates. 82. Apogee. 
15. Italy. 49. Epiphany. 83. Nevada. 
16. Spain. 50. Yonge, Charlotte Mary. 84. Doncaster. 
17. Turveydrop, Mr (Bleak House). 51. Erie. 85. Tyrrhenian Sea. 
18. Mellors, Oliver. 52. Aries. 86. Hubert, St. 
тд. Adrian, Lord. 53. Ram. 87. Endogamy. ` 
20. Subrogation. 54. Ivanovitch, Ivan, 88. February (Februa). 
21. Ibis. 55. Wragg, H. 89. Uccello, Paolo. 
22, Napoo. 56. Invalides, Hotel des. go. Transverse. 
23. Magellan. 57. Lemmings. 91. Usufruct. 
24. Yuan. 58. Lockhart, John Gibson. 92. Roulette. 
25. Haidee. 59. Lichfield. 93. Emma by Jane Austen. 
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VALUE OF PRACTISING EXPERIENCE 


Sir Harold Howitt’s Advice at Nottingham Students’ Dinner 


On passing their examinations, students should take 
time to consider their next step, said Sir Harold 
Howitt, G.B.F., р.5.0., M.C., D.C.L., LL.D., D.L., F.C.A., 
at the annual dinner of The Nottingham Chartered 
Accountant Students' Society on Wednesday last week. 

Sir Harold, who was responding to the toast of "T'he 
Institute of Chartered Accountants in England and 
Wales’, proposed by Mr Kenneth Adam, Controller 
of B.B.C. Television, advised students to take a year 
or two to decide on their future careers and added 
‘when you have had two or three years’ experience in 
public practice you will start at a better level and you 
won't go wrong'. 

Speaking about the examinations, he said: 

'I do want to assure you most genuinely that we spend 
hours making sure there are no traps in examination ques- 
tions. We go to an infinity of pains to make sure that 
papers and markings are fair. 

‘If you take those who have really worked and are sitting 
for the first time, about two-thirds get through the first 
time.’ 

Sir Harold then spoke of the problems of the day – 
‘you see the newspapers full of them every day! —and said 
they all had a background with which a man trained in 
accountancy could deal. He went on: 

"This Institute stands for trying to hold the balance 
fairly between man and man and, in the words of the 
Companies Act, to try to present a true and fair view. That 
Tu. be your task when you become members of our 

nstitute.' 


Fun in Accountancy 


Giving advice to the students, Sir Harold said: 

‘I have got a lot of fun out of accountancy — and you 
should all try to do that. 

‘In my day, a premium had to be paid by articled pupils, 
things are different today and I am glad they are. 

‘But don't think all the time about your rights and 
maintaining your rights. If you do you won't maintain 
anything else and your life will be a failure.’ 

At the conclusion of Sir Harold's speech, Mr R. ү. 
Cox, Е.С.А., President of the Students’ Society, intro- 
duced this year’s Howitt Prize-winner, Mr J. N. W. 
Smith, saying that the prize was presented each year 
by Sir Harold for the student passing his Final exam- 
ination not necessarily with the highest marks, but 
who had really worked and done good for his fellow 
students. 

Presenting the prize to Mr Smith, Sir Harold said 
that many prizes these days were for someone who was 
top in some examination. 

‘But there is another side – doing well in your own 
generation,’ he said. ‘I know it is putting a burden on your 
local committee and at times it must be embarassing to 


s. choose.’ 


Replying, Mr Smith said he knew, having been 
secretary of the Derby branch, that he was really ‘not, 
the one who should be receiving it’, and felt greatly 
honoured. 


Local B.B.C. Broadcasting 


Earlier, in proposing the toast of ‘The Institute’, 
Mr Kenneth Adam-like Sir Harold, a Nottingham 
man- outlined plans for local VHF broadcasting 
stations for towns like Nottingham. He said: 

‘This is of special interest to me because it is over thirty 
years since I began broadcasting from the old relay station 
in Nottingham's Bridlesmith Gate. I believe that that 
station played an invaluable part in the life of the city. 

‘Our plan does afford cities like Nottingham a new’ 
service and a new opportunity, on a VHF frequency, to do 
their own programmes, with all the aids available in modern 
times. This would not be regional broadcasting but local 
broadcasting — deliberately and determinedly local.’ 

He knew there was no large demand for it, because 
it would be service for minorities. But it was minorities 
which made up the community. 

‘If this plan came to Nottingham, Nottingham would 
quite definitely be treated as a local community with its 
problems and opportunities, which are quite different from 
those of Derby or Leicester. 

‘We would be prepared to give the station manager 
considerable independence. In local broadcasting, local 
news would play a great part. It is the key, or core, of local 
broadcasting.’ 

It would be done with the co-operation of local 
newspapers and he thought it would lead to a greater 
demand for the reading of local activities in local 
papers. 


Paying for the Service 


Dealing with the financial side, Mr Adam said that 
the B.B.C. could pay for such a service for Nottingham 
and thirty other towns of Nottingham’s size, and 
introduce colour television and run a second television 
programme out of the complete proceeds of a £5 
licence, which worked out at 34d a day. 

It was not true to say, he added, amid laughter, that 
in 1961 there would be two programmes in place of 
‘Whats my Line’ – опе called ‘Above the line’ and 
the other ‘Below the line’. 

' Mr Р. Jenkin-Jones, M.A., LL.B., Vice-President of 
the Nottingham Law Students’ Society, proposed the 
toast of “The Nottingham Chartered Accountant 
Students’ Society’, and Mr J. E. Hamilton, Secretary 
of the Society, responded. 

The toast of “The Guests’ was proposed by Mr R. C. 
Gratton, F.C.A., Vice-President of the Students’ Society 
and Canon D. R. Feaver, Rural Dean of Nottingham; 
responded. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc, 
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LUNCHEON MEETING AT BEDFORD 


Beds, Bucks and Herts Branch of London and District Society of 
Chartered Accountants 


Nearly 120 members and guests attended a luncheon 
meeting at The Bridge Hotel, Bedford, on December 
15th, of the Beds, Bucks and Herts Branch of the London 
and District Society of Chartered Accountants. It was 
the first meeting of the branch to be held in Bedford. 

The Branch Chairman, Mr J. B. Pinnock, F.c.a., 
who presided, referred to the formation of the branch 
in December 1958 and said that prior to that it had 
existed in a more humble way for eighteen months. 

‘Now that we have a branch of our own’, he said, ‘we are 
in a position to entertain guests both officially and personally 
and in many cases it has enabled us to return hospitality we 
"have received in past years. In addition, it means that we 
havé a local organization for the holding of various meetings 
from time to time, enabling us to meet other accountants, 
which is both pleasant and beneficial.’ 

Mr Pinnock went on to welcome the guests, men- 
tioning in particular, the guest speaker, Mr Angus 
Fraser, B.A., Barrister-at-law, Solicitor to the Inland 
Revenue; Mr L. W. Robson, Е.С.А., representing the 
Council of the Institute; Mr G. R. Appleyard, F.c.a., 
Chairman of the London and District Society; Mr 
J. E. Critchley, r.c.4., Chairman of the Oxford Group 
of the London and District Society; Alderman A. H. 
Randall, Mayor of Bedford; and 

Messrs H, Groves, A.A.C.C.A. (Deputy Chairman, Bedford 
and Northampton Society of Certified Accountants); E. K. 
Martell (Deputy Chairman, Bedfordshire County Council); 
W. M. Brown (Headmaster, Bedford School); L. W. Price 


(President, Bedford Rotary Club); J. A. A. Grant (President, 
Bedford Chamber of Trade); C. L. Codrington (President, 
Bedfordshire Law Society); G. F. Osborne (President, 
Bedford and Luton Institute of Bankers); E. F. Barcock 
(Chairman, Insurance Institute of Bedford). 

Following a short welcoming speech by the Mayor 
of Bedford, Mr Angus Fraser, gave an address on the 
history of taxes. Almost all the modern taxes, he said, 
had been imposed as the result of wars, mainly those 
against France, America and Germany. Those imposed. 
in connection with wars against France had, on the 
whole, been more lasting. The oldest was land tax, 
which dated from 1692, and the next oldest was stamp 
duty which had been introduced by ‘Dutch William’, 
who had to find some means of ‘raising the wind 
before he sailed across the narrow seas’. The 2d stamp 
duty receipt, had been introduced during the American 
War of Independence; death duties were started about 
1796 and estate duty in 1894. 

Income tax, said Mr Fraser, was introduced in 1799 
to raise funds for fighting against France. It was 
abolished in 1802 but re-introduced in 1803, con- 
tinuing until the end of the Napoleonic War when it 
was again abolished. Until 1842, this country had 
managed without income tax. Mr Fraser added that 
when income tax first came in, the tax was 2s in the £, 
and in 1875 it was as low as 2d in the f. 

A vote of thanks to Mr Fraser was proposed by Mr 
J. L. Dickinson, F.c.a., Vice-Chairman of the Branch. 


Notes and Notices 


PROFESSIONAL NOTICES 


Messrs C. Percy BarrowciirF & Co, Chartered 
Accountants, 68/70 Corporation Road, Middlesbrough, 
announce with deep regret the sudden death of Mr 
Grorrrey Н. Brown, F.c.A., who had been a partner 
of the firm for some years. 

Messrs Cors, DickiN & Hits, Chartered Account- 
ants, of 18 Essex Street, Strand, London, WC2, announce 
that Mr Maurice C. Cots, Е.С.А., is retiring from the 
partnership as from December 31st, 1960, and will 
thereafter practise as a consultant at 5 Plough Place, 
London, EC4, telephone Fleet Street 0621. MESSRS 
Cote, Dickin & Нила will continue to practise as 
heretofore at 18 Essex Street, Strand, London, WCa, 
and at Grimsby, Sleaford, and Falmouth. 

Messrs Cooper Вкотневѕ & Co and Coopers & 
LYBRAND, of Denmark House, Raffles Quay, Singapore, 
I, announce that Mr Jos КАМЕ, F.C.A., retired from 
the firm and its associated firms on December roth, 
1960. The practice will continue to be carried on by the 
remaining partners under the same style and at the 
same address. 

Messrs Price WATERHOUSE & Co, announce that 
they have opened an office in Lagos, Nigeria (Private 
Mail Bag 2419) with Mr P. J. BvwoRTH, F.c.a., as 
resident manager. 


Messrs RicHarpson, Nutr & Co, Chartered 
Accountants, of St James’s Chambers, Derby, 
announce that they have taken into partnership Mr 
WILLIAM GILLANDERS, A.C.A., who has been associated 
with them for a number of years. The style of the firm 
remains unchanged. 


Messrs Warner, Bearman & Co, Chartered 
Accountants, of 16 Wimpole Street, London, W1, 
announce that as from October 1st, 1960, Mr HAROLD 
SUSSMAN, A.C.A., has been admitted as a partner. The 
title of the firm remains unchanged. 


Appointments 


Mr L. Hammond, F.c.a., has been appointed a director 
of Christy & Norris Ltd, a subsidiary of Christy 
Brothers Ltd. 


Col. T. F. Hood, C.B., O.B.E., T.D., D.L., F.C.A., and . 


Sir Adrian Jarvis, Bt., M.A., F.C.A., directors of National 
Employers’ Mutual General Insurance Association 
have been appointed to the board of the subsidiary 
company, National Employers’ Life Assurance Co Ltd. 
Mr C. Н. Leach, M.A., F.c.A., has been appointed 
chairman of the West Midlands Gas Board. | 
Mr А. I. Mackenzie, B.A., C.A., has been appointed 
a director of Industrial and Commercial Finance Cor- 
poration Ltd, as from January 1st, 1961. : 


~ 
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OBITUARY 
Charles William Boyce, C.B.E., F.C.A. 


It is with great regret that we record the sudden death 
„last Saturday, at the age of 82, of Mr Charles William 
Boyce, С.В.Е., Е.С.А., who was President of The Institute 
of Chartered Accountants in 
England and Wales іп 1951— 
52 and served as a member 
of the Council for many years 

until August 1957. 

r Boyce was senior 
partner in Messrs Boyce, 
Welch & Co, Chartered Ac- 
countants, of Bradford and 
London, of which firn he 
was joint founder in 1905 
with the late Mr Thomas 
Paton, C.A. The present firm 
name resulted from the amal- 
gamation in 1918 with the 

practice of Mr Allan Welch, F.C.A. 

. Articled in 1894 to the late Mr J. Hartley Blackburn, 
Е.С.А., of Bradford, Mr Boyce was admitted an 
Associate of the Institute in 1900. He was elected to 
fellowship іп 1911 and became a member of the 
Council in 1935. He took an active part in Institute 
affairs and served on many committees of the Council, 
having been chairman of the Applications Committee, 
the Finance Committee and the Investigation Com- 
mittee. | 

A former President of The Leeds, Bradford and 
District Society of Chartered Accountants (in 1929), 
he had for long been closely associated with the 
Society’s work. Later, in 1949, he served as the 
Society’s Vice-President when the Institute’s nine- 
teenth Autumn Meeting was held within the Society’s 
area at Harrogate. 

On the outbreak of the Second World War, Mr 

" Boyce was appointed Joint Director of Finance, Wool 
Control, which appointment he held until the closure 
of the Control in 1949. He was awarded the C.B.E. 
in 1950 in recognition of his services in this capacity. 

Always a keen sportsman, Mr Boyce’s first love was 
cricket, a game which he played regularly until he 
was over 50; in recent years he was a regular week-end 
golfer, 

An appreciation by one who knew him well for 
many years will appear in our next issue. 


—— 
i d 





BUSINESS EFFICIENCY EXHIBITION 


A business efficiency exhibition covering nearly 10,000 

square feet is to be held at the Sophia Gardens 

Pavilion, Cardiff, from March 21st to 24th next. Over 

sixty firms will be participating in the exhibition, 

which is being organized by the Office Appliance and 
gp usiness Equipment Trades Association. 
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INFORMATION 
FOR BRITISH EXPORTERS 


A second edition of the coloured wall map, Information 
for the British Exporter, is being distributed free to 
United Kingdom firms by the regional controllers of 
the Board of Trade. 

The map, which is 40 in. wide by 30 in. deep, 
pin-points every United Kingdom commercial post 
throughout the world, gives United Kingdom export 
and import figures for many individual countries and 
the proportion of the United Kingdom contribution 
to their total imports. The sterling, dollar, E.F/T.A. 
and O.E.E.C. areas are indicated by different colours 
and a list of national currency units and values is given. 
All inquiries regarding copies of the map should be 
addressed to regional controllers. 


ANNOTATED TAX CASES 


Part 3 of Volume XXXIX of the Annotated Tax Cases, 
edited by Mr Roy Borneman, Q.c., is published’ today 
and contains reports with notes on the judgments of 
the following cases: Barclays Bank Lid (Shipside's 
Executor) v. СТЕ. (H.L.); C.I.R. о. Jackson (C.A); 
Burdett-Coutts v. C.I.R. (Ch.D.); Barbados Com- 
missioner of Estate and Succession Duties v. Bowring 
(P.C; C.I.R. v. Н. Dunning & Co (1946) Ltd (Ch.D.); 
C.I.R. v. 7. B. Hodge & Co (Glasgow) Ltd (C.S.); 
Ackland © Pratten Ltd v. C.I.R. (Ch.D.). 

The annual subscription to the Annotated Tax Cases 
is 30s post free; the publishers are Gee & Co (Pub- 
lishers) Ltd, 27-28 Basinghall Street, London, ЕС2. 


THE INSTITUTE OF INTERNAL AUDITORS 
London Chapter 


The next meeting of the London Chapter of The 
Institute of Internal Auditors will be held on January 
4th, at 12.30 p.m. at The Kingsley Hotel, Bloomsbury 
Way, УСІ, when Mr J. Н. Protheroe of the British 
Oxygen Co Ltd, will address the Chapter on ‘Internal 
auditing standards’. 

The secretary of the Chapter is Mr H. G. Cox, c/o 
The Monotype Corporation Ltd, Salfords, Redhill, 
Surrey. 


SOUTHEND CHARTERED ACCOUNTANTS 
Thirteenth Annual Dinner 


The thirteenth annual dinner of the Southend-on-Sea 
Chartered Accountants’ Group was held on December 
14th. The group chairman, Mr J. Kennedy Melling, 
F.C.A., presided and the principal guests included 
Councillor L. W. Johnson, J.P., Mayor of Southend, 
Mr John A. M. Rutherford, Renter Warden of the 
Worshipful Company of Poukers, Mr Gordon 
Pask, M.A., Visiting Professor of the University of 
Illinois, and Wing-Commander Thallon, who formerly 
commanded the famous 617 ("Dam Busters’) Squadron. 


MOTOR — FIRE — CONSEQUENTIAL LOSS 


MOTOR UNION 


INSURANCE 


TD 
COMPANY i 


10 ST JAMES’S STREET, LONDON, SW 
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I.D.P. CONFERENCE 

Following the recent visit to the United States of the 
European Data Processing Mission whose report was 
discussed in our issues of December 3rd and roth, a 
one-day conference on integrated data processing in 
Britain and America is to be held on February 16th 
next, at the Connaught Rooms, Great Queen Street, 
London, WCz. 

Organized by the British Productivity Council in 
co-operation with The Institute of Cost and Works 
Accountants, the British Institute of Management 
and fhe newly reconstituted British Conference on 
Automation and Computation, the conference will be 
under the chairmanship of Sir James R. H. Hutchison, 
Bt., D.5.0., T.D., J.P., President of The Association of 
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British Chambers of Commerce. Two addresses, 
followed by discussion, will be given on ‘Integrated 
data processing and computers’, by Mr Brian A. 
Maynard, F.C.A., A.C.W.A., president of the mission and 
Mr John A. Goldsmith, A.C.A., A.C. W.A., editor of the 
mission's report. Other subjects, also followed by 
discussion, will be ‘I.D.P. on wholesaling and retailing’, 
by Mr Denis S. Greensmith, Boots Pure Drug Co Ltd; 
‘An American approach and accomplishments to date’, 
by Mr W. F. Brackman, Gillette Industries Ltd and 
*].D.P. in engineering production’, by Mr К. Е. 
Turner, Rolls-Royce Ltd. 

Further details, together with ticket application forms 
are available from the British Productivity Council, 
(L.D.P. Conference), 21 Tothill Street, London, SW. 


CROSSWORD FOR CHRISTMAS 


Compiled by Kenneth Trickett, F.C.A. 


ACROSS 





1. Writ for the sheriff, said to be returned with cord 


inside (10). 
5. This cash is money down (4). 
9. T'he venerable eighth (6). : 
10. Document in good condition for speaking (7). 


12. The subject of paragraphs 22 to 28 of Table A, Com- 


panies Act, 1948 (8). 
13. Arrangements of customers’ instructions (6). 


<- 


15. With 20, it describes the view of Section 149, Companies '. 


Act, 1948 (4). 

16. This account must be made up by a liquidator carrying 
on the company's business (7). 

19. Surrender a freehold; finish it off (7). 

20. See 15 (4). 

22. Prohibit by injunction (6). 

24. Delegatus non potest (8). 

27. It is often shortened telegraphically (7). 

28. Adjust differences to bestow legally (6). 

29. Epithet for very low prices (4). 

30. In the case of surtax, this is in one sum (10). 





DOWN 


1. Money order drawn up in preliminary form (5). 
2. Damaged gear units for authentication (9). 
3. Is in bank's reserve fund to put up opposition (6). 
4. Charge for changing one currency into another (4). 
6. Without overheads or without factors (5). 
7. Is a change of rate more certain with this bursar? (9). 
8. This offer is higher, maybe too high (7). 
11. A bit of a Finance Act, perhaps (7). 
14. Section 189, Companies Act, 1948, prohibits such 
payments to directors (3-4). 
15. The cost of obtaining its registration is an allowable 
deduction for tax purposes (5, 4). 
17. Suretyship (9). 
18. He is not qualified for appointment as auditor of a 
company (7. . 
21. Suspension of business (6). 
23. He tries (5). ` 
25. Persons occupying woodlands managed on a com- 
mercial basis may to be assessed under Schedule 





D (5). 
26. These profits derived from property are a form of 


equitable ownership peculiar to English law (4). 


The solution will be published in next week’s issue. 
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Highlights of 1960 


VENTS in the official accountancy calendar, like overhead 
expenses, may be divided into two groups — fixed and.vari- 
able. Among the former are the regularly recurring items 
such as dinners, residential schools and courses and annual general 
meetings. To the second group belong special anniversaries, the 
intermittent publication of books, pamphlets and statements of 


importance to the profession, an occasional international congress , 


and, most infrequent of all, an amalgamation or integration 
scheme. 

The reader, recalling the happenings of the year which expires 
on the date of this issue, may be inclined to underestimate the 


‘significance of the more obviously social occasions he has seen 


reported in what he may have thought was rather too much detail. 
These lunches and dinners, however, are part of the fabric of 
professional life and are by no means as superficial as they may 
appear to some. It is a fact that many ideas which when developed 
have turned out to be of prime importance have first been ex- 
pressed in the friendly atmosphere which these meetings engender. 
We record, unrepentently, then that in 1960 accountants continued 
to congregate together in good fellowship all over the globe. 


As regards residential schools and courses, these also provided 
culture and conviviality in just the right proportions. In. Sept- 
ember, The Institute of Chartered Accountants in England and 
Wales returned to Oxford yet again with its headquarters at Christ 
Church and Pembroke College and The Institute of Chartered 
Accountants of Scotland repaired to St Andrews. The Scots also 
held the third of their electronic data processing courses at Troon 
in October and the same subject attracted a heartening number 
of members of The Association of Certified and Corporate 
Accountants to The Queen's College, Oxford, in April. The 
Institute of Cost and Works Accountants, for its part, strengthened 
its connection with St Catherine's College, Cambridge, by going 
into residence for nearly one week of September. Perhaps the most 
encouraging feature of these meetings is the number of stimulating 
papers which emerge to be read and studied in due course by a 
very wide circle. 

Three special anniversaries of professional bodies were cele- 
brated during 1960. Taking these as they occurred, which happens 
to be the ascending order in seniority, the New Zealand Society 
of Accountants commemorated its golden jubilee with a convention 
in Wellington* in March. In June, The Institute of Municipal 
Treasurers and Accountants marked the seventy-fifth anniversary 
of its foundation with a conference in London and, in October, the 
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English Institute held a dinner in Guildhall, 
London, to celebrate its eightieth birthday. 
. "The year has seen a number of important 
changes in the academic arrangements of the 
profession and of its several bodies. In January, 
The Institute of Chartered Accountants in Ireland 
made known its decision to replace its present 
Intermediate and Final examinations, each of 
which has to be taken in its entirety, by five annual 
‘examinations spaced out over the ordinary 
period thus eliminating, or at least minimizing, 
intensive periods of cramming. In the following 
‘month it was announced that the functions of 
the Chartered Accountants Joint Standing Com- 
' mittee were to be extended by the formation 
within itself of an Overseas Accountancy Ad- 
visory Board whose members would undertake to 
advise overseas bodies on examination practice 
and, where asked, to conduct examinations. 

The autumn saw the start of the inaugural 
academic year of the Scottish Institute when 
third-year apprentices who had passed their 
Intermediate .examination enrolled for con- 
centrated university courses in accounting, 
economics and law which would occupy their 
undivided attention for nine months. These 
moves, together with the Association's syllabus 
changes, announced last year and due to become 
effective in the June 1961 examinations, and the 
Parker report of the English Institute on the 
education and training of articled clerks now 
in preparation, indicate the awareness of the 
profession to the needs of its future members. 

Of the official publications and pronouncements 
of 1960, none did more honour to the profession 
than the memoranda submitted to the Jenkins 
Committee on Company Law by the Councils 
of the English and Scottish Institutes and the 
Association and it was encouraging to observe 
how closely the opinions expressed in the three 
distinctive documents were in accord. 

The English Institute produced two more 
Recommendations on Accounting Principles 
during the уеаг – No. 21 entitled Retirement 
Benefits and No. 22 on The Treatment of Stock-in- 
trade and Work in Progress in Financial Accounts. 
The first of these covered entirely new ground 
and dealt fully with the principles involved in 
schemes where the trustees are responsible for 
investing the funds and with the employer’s 
obligations in recording the scheme’s transactions 


THE 
ACCOUNTANT 


December 31st, 1960 


in his own financial records. The other recom- 
mendation was a revision and extension of 
Recommendation No. то on the same theme, | 
issued in 1945, and was appreciatively received 
by a large readership far beyond the bounds of 
the profession. 

Among other notable publications of 1960 
were An Introduction to Business Forecasting, 
prepared by the Council of The Institute of Cost 
and Works Accountants and, again from the 
English Institute, a statement with the title 
Audits of Building Societies (the concluding 
part of which is reproduced elsewhere in this 
issue) containing useful advice to members who, 
consequent on the coming into force of the 
Building Societies Act, 1960, on October rst of 
this year, will have to approach the audits of 
those worthy institutions with a new regard. 

It must be clear to everyone who has read the 
editorial and correspondence columns of this 
journal regularly during 1960 that there was an 
undercurrent of dissatisfaction, or at least of 
uncertainty, about the level of remuneration 
which many accountants in practice earn. A 
correspondence on this subject was in progress 
during the early part of the year when the report 
appeared of the Royal Commission on Doctors’ 
and Dentists’ remuneration. Unilateral compari- 
sons with the incomes of members of other 
professions, among them accountants, were 
made therein and these did nothing to reassure 
those nursing a grievance. The Statement on 
Practitioners’ Fees, contained in the report of 
the Council of the English Institute reproduced 
in our issue of November 12th, helped to put the 
matter in perspective and the decision of the 
Institute at the same meeting to form a full 
Public Relations Committee gave hope that the 
true worth of the qualified accountant would be 
made apparent to the community at large. 

In our review at the end of last year, we said 
that in 1960 the reputation of accountancy in the 
world of affairs should rise even higher through 
the efforts of its members. The accomplished 
record of the year confirms that this prophecy has 
been amply fulfilled but the maintenance of 
progress, as always, rests in collective responsi- 
bilities being taken up with the same enthusiasm 

*as individual opportunities, and it is with this 
thought in mind that every accountant should go 
forward next week to begin the tasks of 1961. 


Y^ 
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Profits from Sale of Property 


CAPITAL OR REVENUE RECEIPTS? 
by T. J. SOPHIAN 


NY light that can be gleaned from the 
decisions of the Courts on the vexed 
question as to whether a profit realized 

from the sale of property is a capital accretion or 
a trading receipt, should carefully be garnered 
and stored for the occasion when one might 
oneself be called upon to determine such a 
question. 

Attention, therefore, should be drawn to the 
decision of Cooke v. Haddock ([1960] T.R. 133), 
particularly because of the factors which led the 
Court to determine that there was evidence before 
the Commissioners such as to entitle them to 
arrive at the finding that the appellant had been 
trading or dealing in property. 

The appellant, who was a practising solicitor, 
had interests in three companies and one partner- 
ship, which were engaged in property dealing. In 
1948, he purchased for £12,420, an estate of 
seventy-two acres, of which the rental value was 
£167 12s per annum. £8,000 of the purchase 
price was raised by mortgage, the interest charges 
on which amounted to £320 per annum. 

A large part of the estate was ripe for develop- 
ment, and immediately after the purchase, the 
taxpayer obtained outline planning permission 
for development on the same terms as those 
granted to the vendors. A service road, in fact, had 
already been constructed by the vendors at the 
time of the purchase. One of the objects of obtain- 
ing planning permission was to avoid the risk of a 
compulsory purchase. The taxpayer, however, did 
not take any steps to develop the estate after 
obtaining permission. Between 1949 and 1953, he 
sold off piecemeal twenty-three plots of some 
five acres in all. In 1954 he sold a further nineteen 
and a half acres for £12,000, with an option for 
the purchase within seven years of a further 
twenty-three and a half acres for £19,975. The 
remainder of the estate, being in a green belt area, 


^ could not be developed. 


The sums he received on these sales were 
applied towards the repayment of the £8,000 
mortgage on the estate, and of other mortgages 
on other property held by him. 


The point that was made by the taxpayer was * 


that the purchase in 1948, had been intended by 
him to be a long-term investment, in view of the 


fact that, until the development charge imposed 
by the Town Planning Act, 1947, was repealed or 
modified, the development of the estate would not 
be remunerative, and prospective buyers would 
not be forthcoming. 


Relevant Factors Affecting the Question 
On these facts, the Commissioners held that the, 
taxpayer had been engaged in trading. The factors 
that influenced the Court in determining that 
there had been a trading were as follows: 

(1) The ripeness of the land for development, 
outline planning permission having already been 
obtained at the date of the purchase. 

(2) The unsuitability of the land (which consisted 
of some seventy-two acres), for occupation by 
the taxpayer or for retention by him as an in- 
come-producing investment. 

(3) The obtaining by the taxpayer himself of out- 
line planning permission, notwithstanding that 

this had been done by him with a view to pro- 

tecting the land against compulsory acquisition 
and not with a view to development by the 
taxpayer. 

(4) The piecemeal sales of parts of the land. 

(5) The connection of the taxpayer with com- 
panies and partnerships engaged in dealing in 
land. 

On the other hand, the Court considered that 
such factors as the facts (a) that the taxpayer was 
a practising solicitor; (b) that he had not advertised 
the land; (c) that he had not bought other land 
to replace as trading stock the parts of the estate 
that he had sold, and (d) that he had not developed 
the land himself, were not sufficient to militate 
against the view formed by the Commissioners, 
that the purchase was in the nature of a trading 
venture, and not of a lock-up investment. 

This decision, accordingly, should be added to 
the gradually mounting number of decisions 
which have already been given on this important 
and difficult question, as to the circumstances in. 
which a purchase will be on the one hand a capital 
investment, or on the other, a trading venture. 


Purchase by a Company 
It is to be observed that in the above case, the 
purchaser was an individual acting alone and 
not a company. Ín this connection there are, 
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among the spate of decisions, three important 
cases to which attention may be usefully drawn. 

In James Hobson & Sons Lid v. Newall (36 
А.Т.С. 239; 37 Т.С. бод), a company was incor- 
porated to take over and carry on the business of 
a person, who, prior to the formation of the com- 
pany, had invested in property. The objects of the 
company were to carry on the business of builders 
and to purchase, lease or otherwise acquire, real 
or leasehold property ‘for business purposes or 
for investment and resale’. It will be noted 
accordingly that the memorandum did not pur- 
port to confer on the company the power to build, 
as distinct from the power to buy, houses for the 
purpose of investment. 

In 1929, owing to the slackness in the building 
trade, the company, prompted by the desire to 
retain its building staff, decided to build houses 
to let, and not for resale.’ The company also 
retained for letting, houses which had originally 
been built for sale, but which became ‘builders’ 
remainders’ when it proved impossible to sell 
them. 

Further, in 1927, the company had been obliged 
to purchase two houses which went with land 
which the company desired to purchase for a 
garage for its own use and which they were unable 
to acquire without purchasing the house as well. 
These two houses, together with two blocks of 
houses built in 1929, were retained to let and no 
attempt was made to sell them. | 

After the end of the war, the company’s policy 
was to sell all the houses of which it obtained 
vacant possession. The company eventually sold 
the two houses on the land utilized for the erec- 
tion of the garage, and it also sold houses out of 
the group of houses built to let and the group of 
houses built for sale and retained for letting. The 
question arose as to whether in any of these three 
cases, the profit on the sale was part of the com- 
pany’s profits. 


Materiality of Objects Clause 


In this connection, reference may be made to 
the case of Granville Building Co Ltd v. Oxby 
(33 A.T.C. 144), in which case, however, the 
company had no power to make investments 
except out of surplus assets. The facts were as 
follows: The company was formed in 1930 with 
£100 nominal share capital to carry on the busi- 
ness of builders and of developing and turning to 
account any land acquired by the company. In 
1938 the company built two houses, financed by a 
loan from a building society, on an estate of which 
the rest had been developed and sold. These 
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two houses, which were let on completion and 
not offered for sale, were treated as stock-in-trade 
in the company's accounts up to March 31st, 


1942. In the following May, however, the directors ` 


resolved that the houses on hand at March 31st, 
should be treated as an investment at the value 
shown in the last balance sheet, and they appeared 
subsequently as capital assets. One of them was 
sold to the sitting tenant in January 1950. 

It was held that the houses were built in the 
course of the company's trade and that there was 
ample ground on which the Commissioners could 
reach such a conclusion on the facts. 

Reliance was placed in the Granville Building 
Co case on Harvey v. Caulcott (31 А.Т.С. 90). In 
the latter case, a builder built a dozen shops, 
transferred half of them to his private account, 
and sold the rest in the ordinary course of his 
business. Mr Justice Donovan held that there 
was nothing to prevent a man conducting his 
affairs like that, and that, if the Commissioners 
(as they appeared to have done) accepted that 
view, they were bound to come to the conclusion 
that those properties were the man's investments 
and not part of his stock-in-trade. Mr Justice 
Harman, however, distinguished Harvey v. 
Caulcott, in the Granville Building Co case, and 
did not think it was a true parallel. In the latter 
case, the Court was dealing with a trading com- 
pany, and not a private individual. The company 
was carrying on a builder's business, and it was 
in the course of that business that the houses in 
question were built. ` 


Departure from Original Purpose 


Turning now to the Hobson case, it was sought 
to distinguish the Granville Building Co case from 
it, on the ground that in the latter, the company 
was given powers for investment in property, 
whereas in the former there was no such power ex- 
cept as regards surplus assets. It was pointed out, 
however, that the power of investment in the 
Hobson case was limited, in that the company 
might only acquire houses for investment, and 
not build houses for investment. The power to 
build conferred by the memorandum was to build 
houses with a view to turning them to account, 
including selling them. The fact, therefore, that 
the company had built houses with a view to 
letting them, or had departed from the original 
intention of selling the houses built and had 
decided to let them, did not affect the position. 
"'The houses still remained part of the trading stock 
of the company, and, accordingly, the profits made 
on their resale formed part of the trading stock. 
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The position of the two houses on the land 
acquired for building the garage, however, stood 
in a different category, but even these houses were 


` held to form part of the trading stock. It is true 


that these houses had not been built, but had been 
bought, so that it might have been said of them 
that they had been bought for investment pur- 
poses under the powers conferred by the memo- 
randum. But that power enabled the company to 
buy houses ‘for business purposes’ as well. The 
manner in which the company had dealt with the 
houses was of significance, They stood in an en- 
tirely different position from the land bought for 
the purpose of erecting the garage. The land was 
a capital purchase. The land and the garage were 
used as a garage by the company, and they there- 
fore constituted part of the ‘fixed’ capital of the 
company. 

The company, however, had let the two 
houses on this land and, when they had fallen 
vacant, had sold them. The acquisition of the 
houses, unlike the land itself, was to be regarded 
as having been not for investment, but for busi- 
ness purposes, and they were just as much a part 
of the trading stock of the company as the other 
houses which had been sold. 

InC.I.R.v. Toll Property Co Ltd (31 А.Т.С. 322; 
34. T.C. 13), a demolition contractor had, in the 
year 1941, purchased some property. Later, a com- 
pany was incorporated with the object of acquiring 
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real estate for investment and resale, and in parti- 
cular with the object of acquiring this property. 
The acquisition of the property by the company 
was made with the intention and expectation of 
making a profit. The company spent money on 
repairs and alterations, demolished a part of the 
property and sold another part. In 1959, after the 
sale of the remainder of the property, the com- 


pany went into voluntary liquidation. It was held- -- 


that, having regard to the principal objects of the 
company, and the purpose with which it was 
formed, and the nature of the transaction, the 
purchase and sale of the property was in the 
nature of a trade. 

In McLellan Rawson & Co Ltd v. Newall 
(34. A. T.C. 160; 36 T.C. 117), a company carried’ 
on business as timber merchants, purchasing 
for the purpose both foreign- and home-grown 
timber. The company negotiated for the purchase 
of woodlands with a view originally to felling the 
timber on the estate and using it in connection 
with its timber business. Subsequently, however, 
and before the purchase was completed, the com- 
pany changed its mind and decided to purchase 
the woodlands for the purpose of resale. The com- 
pany bought the woodlands and later resold them 
at a profit. The Commissioners held that this 
profit was a profit of their trade as timber mer- 
chants. On appeal however, the Court reversed 
their decision. 


Sources of Capital for Australian 
Development 


VER recent years sustained expansion of the 

Australian population and economy has been 
accompanied by low levels of unemployment - 
numbers receiving benefit have not exceeded 1 per 
cent of the work force; and this in a decade when 
Australia's population has risen from 7:9 million to 
10-2 million. 

Efforts to achieve price stability have at the same 
time had a degree of success; since 1953, retail 
prices have risen by rather less than 3 per cent 
annually on average. Though this is a faster increase 
than in some major economies — including the United 
States and Western Germany – it is more moderate 
than has been experienced elsewhere. 

Australia can therefore also claim the 'double' of 
full employment and stable prices. For much of the 
time the Government's financial and monetary policy 


has had to aim at restraining unduly rapid growth in 
expenditure, although in 1958-59 and 1959-60 some 
use was made of central bank credit to support 
business activity during a period of temporary 
difficulties. 

In the financial year to June 30th, 1960, gross 
private and public authority investment in Australia 
reached some ДАт,доо million, about two-thirds 
being private investment. At this rate, gross invest- 
ment (including that from overseas) was 28 per cent 
of the gross national product. In other words, the 
volume of expenditure devoted to the expansion of 
the stock of buildings and capital equipment, and the 

. replacement of worn-out or obsolete productive 
capacity, was equal to more than one-quarter of the 
total output of goods and services. 

The estimates set out in the following table indicate 


838 


the principal sources of funds which have financed 
this investment during the past three years. 


1957-58 1958-59 1959-60 
LA LA LA 


. -— million million million 
Business: Undistributed 5 

company profits and 
: allowances for depre- 











ciation А ie 589 618 675 
PERSONAL SAVINGS .. 332 502 491 
Overseas: Net inflow on 

capital account etc. .. 174 207 243 
PuBLIC AUTHORITIES: 

Current surplus... 478 398 471 
Other items —21 ІІ 17 

£1,552 41,736 £1,807 
—— ——ÀÀ 








Note. —'The Australian pound (£A)= 16s sterling. 


As in many industrialized countries, the retained 
earnings of business enterprises are the largest single 
source of funds for private investment. The greater 
part of the expansion in Australian companies in 
recent years has, in fact, been internally financed 
from depreciation allowances and profits retained in 
the enterprise. At the same time, large amounts of 
money have been obtained from the investing public. 
'The demand for equity stocks has been strong and 
stock exchange prices have generally been rising; and 
established companies have had little difficulty in 
raising share capital, Over the past four years, how- 
ever, an increasing number of companies have 
preferred to issue fixed interest securities rather than 
Shares. In the twelve months to March 1960 
approximately 80 per cent of a record amount of 
£A230 million of new money raised by companies 
incorporated in Australia and listed on Australian 
stock exchanges, was obtained from debentures, 
registered notes and deposits, and the trend to this 
type of financing is continuing. 

Although the Australian commercial banks are 
essentially short-term lenders, they have for many 
years plaved a big part in the financing of business 
and rural activities. Outstanding advances of the 
major trading banks at the end of 1959 totalled £A942 
million, equal to 54 per cent of total deposits. The 
rural sector had the largest single share with 24 per 
cent of total outstanding advances. Wholesale and 
retail trade had 20 per cent and manufacturing 18 per 
cent. 

Pastoral companies are also an important source of 
funds for the rural sector, At the end of 1959 they 
had outstanding rural advances totalling A96 

` million. 

As the table shows, the inflow of funds from 
overseas sources has amounted in recent years to 
about one-eighth of total investment expenditure in 
Australia on both public and private account, Capital 
from abroad has thus had the smaller part in the 
nation's development in recent years, but it hase 
nevertheless been an important part. By adding to the 
capital funds available for investment, it has made 
possible a higher rate of expansion than could 
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otherwise have been sustained, and it has helped very 
materially to finance the importation from abroad of 
goods essential to the development. 

Private overseas investment in companies in 
Australia in the ten years ended June 1959 amounted 
to more than £A8şo million, of which United 
Kingdom investors accounted for about 60 per cent 
and North American investors for about 29 per cent. 
Much of the remaining inflow was from Western 
European countries. In 1958-59 the net inflow from 
all countries was at an annual rate of close to ZA120 
million. 

Of the total inflow during the ten years to June 
1959 direct investment, namely, investment involving 
control by overseas interests, amounted to £A703 
million, whilst portfolio investment totalled £A65 
million. The reinvestment of profits accruing, but 
not distributed, to overseas controlling interests 
amounted to £A325 million of the {A793 million 
direct investment. 


Public Authority Investment 


Although it is smaller in amount than private 
investment, public authority investment in Australia 
is important because it provides a large part of the 
power, water, transport, communications and other 
community facilities required to serve a growing 
population and expanding industrial structure. 

Borrowing by Australian public authorities – 
State, semi-governmental and local ~ is subject to the 
control of the six States under the chairmanship of 
the Federal Treasurer. The Federal Government, as 
agent for the Loan Council, is the loan-raising 
authority for the governmental loan programmes. 
The semi-governmental and local government 
authorities raise their own loans within limits and on 
conditions determined by the Loan Council. 

In recent years, the State Government loan 
programmes have exceeded {A200 million a year. 
In 1960-6: the programme approved was £A230 
million and an amount of L A107 million was approved 
for semi-governmental and local authorities. The loans 
issued on the local market for the governmental 
programme carry interest rates ranging from 4 per 
cent to 5 per cent, according to the maturity dates. 
The semi-governmental and local authorities offer 
interest rates a little higher than those paid on 
governmental borrowings. But the private demand for 
capital has been so large in relation to the investible 
funds available that the Australian loan market has 
been unable to supply all of the moneys required for 
the governmental loan programme. 

The Federal Government has therefore been find- 
ing from its own revenues, supplemented by overseas 
borrowings, a part - in some years amounting to half 
—of the funds needed for State Government loan 
programmes. In addition, the Federal Government 
has been financing from revenue its own capita! 
works and services, on which expenditure amounted 
to £.A142 million in 1959-60. 

Àn additional call on the financial resources of the 
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Federal Government has come from local loan 
redemption operations. Large loans, including a 
number of war-time origin have matured; in 1959-60, 
for example, securities to a total value of £A325 
million reached maturity. Conversions totalled /A259 
million but an amount of £A66 million was redeemed. 

As with private investment, but in relatively 
greater measure, public authority investment in 
Australia has recently depended very largely on local 
sources of finance. The Australian Government has, 
however, raised loans abroad whenever it could do so 
on acceptable terms. More than half of the money 
Australia has borrowed abroad on official account 
over the past ten years has come from the Inter- 
national Bank. Since 1950 that institution has lent 


THE 
ACCOUNTANT 


839; 


Australia $318 million (£A142 million). During the- 
same period Australia has also raised new money: in. 
New York (/A67 million), London (£A35 million), 
Switzerland (£A18 million) and Canada ({£A7 million). 

"The story of Australian development since the end: 
of the Second World War is, then, one of a rapidly 
growing population and a large and continuing 
expansion of material resources. The greater part of 
the capital for this development has come from the: 
earnings and savings of Australian firms and та 
viduals. Capital from abroad has, at the same-time, 
played a very important part in helping development, 
especially in the private sector, by supplying needed. 
investment funds. It has also materially assisted the 
Australian balance of international payments. 





Weekly Notes 


Retirement of Mr J. C. Latham 


R J. C. LATHAM, D.L., F.S.A.A., F.A.C.C.A., 

F.C.LS., retired today, December 31st, as 
director of The Association of Certified and Cor- 
пе porate Accountants, 
; which post he had 
filled in a part-time 
capacity since the be- 
ginning of May 1953 
when he relinquished 
thesecretaryship of the 
Association after the 
long period of thirty- 
one years. 

Admitted a member 
of the Association in 
1919 and an Associate 
of the Society in the 
i following year, Mr 

NE Latham accepted the 
Mr J. C. Latham secretaryship of the 
Association in 1921 after over twenty years' experience 
in local government. His principal task upon his 
appointment was to advance in every possible way 
the Association's claims for statutory recognition 
which was not enjoyed at that time. His work to that 
end succeeded in 1930 through the Cardiff Corpora- 





A- tion Act. Mr Latham played a prominent part in 


another important stage in the growth of the Asso- 
ciation when the Corporation of Accountants was 
absorbed in 1938. 

It would be impossible to exaggerate the sacrifices 
Mr Latham has made- not only his leisure but 
almost all his energies — on behalf of the Association. 
Despite the extent of his activities, however, he 
found time to take part in the affairs of other organiz- 


ations, notably as a member of the Commercial: 
Education Committee of the London Chamber of 
Commerce, as a member of the Board of Management 
of the National Chamber of Trade and, of course, as 
the representative for many years of the Association 
on the various joint committees of the accountancy 
profession. 

In addition he has travelled widely and attended no 
less than five of the six International Congresses on 
Accounting held since 1904. 

We wish Mr Latham much happiness in his so 
well deserved retirement. 


More Jenkins Committee Evidence 


Te minutes of evidence of the fourth day of 
the public hearings by the Company Law Com- 
mittee have now been published. The witnesses 
heard were Mr Roland E. Bird, Mr G. Lee, and Mr 
F. Hirsch, appearing on behalf of The Economist; 
Professor E. V. Morgan, Professor of Economics in 
the University College of Swansea; and Mr S. E. 
Phillips, r.c.4., and Mr К. C. Steven, appearing on. 
behalf of the Trade Indemnity Co Ltd. The three 
memoranda about which the witnesses were ques- 
tioned appear as appendices to the minutes. 

The memorandum submitted by The Economist 
is a very thoughtful document. The Economist would 
make the privilege of incorporating limited liability 
companies much more expensive by increasing 
registration fees and the capital stamp duty. Other 
recommendations include: the permission to form a 
company with only one shareholder; no-par-value 
shares; a prohibition on exempt companies soliciting 
money from the public; an elaborate code for take- 
over bidders; a strengthening of the power of 
minority shareholders to obtain the assistance of the 
Court (with a less rigorous definition of ‘oppression’); | 
the giving of a more descriptive name than such' 
euphemisms as ‘A shares’ to Ordinary shares which 
*confer no right to vote; disclosure of equitable: 
interests in shares held by nominees: disclosure iù ` 
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accounts of the company’s main fields of activity 
and where carried on; and more protection for 
depositors. The memorandum includes some inter- 
esting observations about unit trusts, including the 
assertion that management accounts at present are 
practically unintelligible. 

Professor Morgan’s memorandum deals in the 
main with political and charitable donations, dis- 
closure of ownership and control, and accounts. 
The memorandum by the Trade Indemnity Co Ltd 
makes, inter alia, the interesting point that the com- 
mercial value of past losses ~ as a disposable asset in 
relation to income tax – has inhibited the ordinary 
process of winding up insolvent companies. The 
company, which underwrites the credit risk on about 
£900 million of goods sold in Great Britain, was 
„involved in 1959 in the failure of over 400 companies 
and therefore must have a rich experience in this 
somewhat depressing field. 


Writing off Railway Assets 

HE Government White Paper on the British 

Transport Commission proposes among other 
things a drastic reorganization of the railways’ 
finances. So far only broad figures are available. At 
the end of 1959 the British Transport Commission 
had net capital liabilities of about £2,000 million. 
This consisted of about £1,400 million in British 
Transport stock and {600 million in advances from 
the Ministry of Transport. Of the total, some £400 
million was due to non-railway activities which have 
been largely self-supporting, leaving £1,600 million 
for the railways. This sum in turn represented an 
accumulated loss of about £400 million, a further 
£400 million equivalent to written-down railway 
investment since modernization began in 1955, 
leaving a balance of £800 million. 

The Government sees no prospect of the first £400 
million being recovered and it is to be written off. 
The second £400 million is to rank as an interest- 
bearing loan. The remaining {£800 million will be 
placed in a suspense account which will carry neither 
fixed interest nor a fixed repayment obligation. It 
will be reviewed from time to time and amounts may 
have to be written off once capital losses can be 
identified. If and when railway finances improve 
sufficiently there may be some service obtainable on 
this last £800 million. 

These drastic proposals will give the railways a 
relief of over £40 million a year in interest charges. 
They will still however have to pay interest on [400 
million of capital, on superannuation funds and 
savings bank deposits, totalling around £280 million 
and on new capital borrowings. At the end of the 
next five years the total charge under these heads 
may come to something between {60 million and 
£70 million a year. Meanwhile over the period the 
railways have to try to eliminate an operating loss 
running at about бо million a year. In consultation 
with the railway management the Government is to 
set up financial targets for each of the next five years. 
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These financial provisions will require'legislation so 
no formal action can be taken until 1961 and nothing 
is likely to reach the statute book before 1962. 


Rules for Unit Trusts 

НЕ Association of Unit Trust Managers has 

now approved a set of draft rules for governing 
the conduct of members of the association. The 
founding of the association itself was referred to in 
our issue of October 24th, 1959. At that time the 
association said that a committee had been formed 
to consider the adoption of rules. 

There are eight rules proposed in all. The two 
most likely to arouse interest at this stage among 
critics of the unit trust movement and the general 
public are those referring to advertisements and the 
payment of commissions. In the case of advertising 
the proposed rule states that a member shall not issue 
any advertisement which misleads or tends to mis- 
lead the public. If this rule is adhered to in spirit 
and firmly carried out it will remove one of the 
biggest sources of controversy in the movement at 
the present time. Critics have maintained that some 
advertisements in the recent past have been mis- 
leading when block offers have been offered. Rule 6 
deals with agents’ commissions. It lays down that 
a member may not pay commission to intermediaries 
except when they are banks, stockbrokers, solicitors, 
accountants, insurance brokers, licence dealers or 
others approved by the general purposes committee. 
Some critics are opposed to the inclusion of any 
commission in the price of units. 

Other important rules include a requirement for 
payment of all proceeds from sales of new units 
immediately into a bank account under the control of 
the trustee and restriction on the dealings in units. 

These rules, if adopted, will of course be supple- 
mentary to the regulations already laid down by the 
Board of Trade. 


Spending on Research 

HE question of how much money Britain 

should spend on research, and in particular what 
industry’s contribution to the total should be, has 
been much argued in the last few months. Some 
overall figures have been recently compiled and these 
were published in the December issue of Bulletin 
for Industry, put out by the Treasury. 

This country’s expenditure on research is growing. 
In 1957 it was about £300 million and in 1958-59 it 
was £478 million. This last figure was 2:3 per cent 
of the gross national product in 1958-59 compared 
with the United States proportion of 2-7 per cent. 
In that year in this country the Government paid 
for about two-thirds of the research but private 
industry carried out nearly 60 per cent of it. The big- 
gest spender was the aircraft industry, followed a 
long way behind by instruments and electrical 
engineering — measuring the expenditure as a per- 
centage of net output. The lowest spenders on this 
basis were wood, paper and printing, food, drink and 
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tobacco, textiles and iron and steel. The limitations 
of the basis of calculation may be reflected by the 
position of iron and steel which is not thought of 
usually as a very small spender on research. 

The bulletin suggests that there are two ways in 
which growth should be stimulated. One gap is that 
certain technologies have been neglected and their 
study should be stimulated; the other is need of 
balance in the total national programme. 


Northern Ireland's Industrial Expansion 
'HE fourth annual report of the Northern Ireland 
Development Council, published recently, shows 

that during the period from April 1959 to October 
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1960, there were fifteen announcements of new 
manufacturing industries and fourteen extensions to 
existing firms. An encouraging feature of the new 
projects is the wide spread of industries represented, 
the report states. The need for increasing the range of 
products made in Northern Ireland is an important 
part of the development programme. 

The number of people unemployed during the 
period varied between 37,755 (7:9 per cent of the 
labour force) in May 1959, and 28,036 (5-9 per cent) 
in September 1960. The main features were an 
improvement in the textile, building and engineering 
trades, with, on the other hand, continuing unemploy- 
ment in agriculture, which is now highly mechanized. 





This is My Life... 


by An Industrious Accountant 


CHAPTER 57 


NE of the year-end pleasures is the choosing 

of the next year's calendar to hang in my room. 
An enormous bundle of assorted calendars arrives in 
the office in late December; all our major suppliers 
and clients sending us souvenirs — gay, classic, colour- 
ful, artistic – a riot of picturesque views for distri- 
bution. My room looks like an art gallery as the staff 
come in to pick and choose, or perhaps to plead, as 
I give this business a good build-up and hum-and- 
haw a little before letting them select. 

This year’s crop would do credit to the Royal 
Academy on opening day. I selected a beautiful view 
of an old battlemented castle flanked by snow- 
covered fir trees for the chairman; and a rather 
striking impressionistic study in blues and greys of a 
bridge, all steel-trellis work and buttresses, for the 
managing director. Some of the buttresses could 
conceivably be fat people standing round in rain- 
coats, contemporary art rather running to coloured 
blurs, but that’s another story. Anyhow, the directors 
always receive a private selection as well. 

There was the usual selection of what is com- 
monly called ‘cheese-cake’, і.е. pretty girls looking 
pert or soulful against assorted irrelevant back- 
grounds, which are eagerly sought by the junior staff. 
The office manager was standing by as I sorted them 
out, and his expression became steadily primmer as 
the selection progressed. Suddenly we both gasped 
together. A long cylinder revealed a piece of 'cheese- 
cake’ of regrettably uninhibited outlook. Without 
comment, I handed it to him. 

‘This Lady Chatterley business is enough to 
demoralize the country’, he said sternly, and tore 
the offending picture in tiny shreds. We exchanged, 
self-righteous nods and he departed with a Daumier 
sketch of Don Quixote tilting at a windmill. 

The most striking item was a large Rubens repro- 


duction in superb colour – a sketch of some energetié 
mythological characters on pleasure bent. It was a 
masterpiece . . . but perhaps rather much? In some 
doubt, I hung it on the opposite wall and stood back 
to see it better . . . maybe, maybe not? 

At that moment the chairman came in cheerfully. 

‘Picked this one for you,’ he hailed me. ‘Jolly fine 
picture, what? Makes you fairly scent the morning 
air, what? He produced а big painting of a pink- 
coated character jumping his horse over an enormous 
bushy bank, with the appropriate title Tally-ho. 
Then he saw my Old Master on the wall, and his 
eyes bulged. He was starting a tentative whistle when 
I cut in firmly. ‘It’s Rubens,’ I explained. ‘An 
absolute masterpiece . . . world famous . . . worth a 
fortune. 
- The chairman eyed it for а moment and glanced 
at Tally-ho rather helplessly. “Well, if it’s by Rubens, 
I suppose it’s all right,’ he said doubtfully, but his 
mood was clearly shattered and the conversation 
never got under way afterwards. 

I was just picking a picture of some hairy-browed 
brutes, called Highland Cattle at Sunset ~a welter of 
reds and browns and greens like a tartan weave seen 
in reverse — for our Scots sales manager, and wonder- 
ing what sort of a devastating counter-attack he 
would devise if I dared to mark it ‘Family group’, 
when the managing director sauntered in and paused 
in his usual detached style to view the blaze of 
colour on my panelled wall. ‘It’s Rubens,’ I said, 
with a sudden intuitive feeling of being on the 
defensive. Perhaps something literary, something 
suggestive of higher mathematics, would have been 
more appropriate. 

He only nodded affably. ‘I went to see the original 
in Munich ... he painted it after his early tour in 
Italy,’ was all he said, and went on to discuss our 
revenue forecast for 1961 and why we'd need to 


“revise it. 


I have since replaced the Rubens with an anony- 
mous painting of a worried-looking old astrologer 
foretelling the shape of things to come from the 
stars; somehow, it seemed not inappropriate to our 
professional function of future financial programming, 
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Reviews 


The Law of Hire-purchase 


by Davip Мир. (Butterworth & Co (Publishers) Ltd, 
London. 45s net.) 


The practice of buying goods by means of a hire- 
purchase agreement, though by no means new, has 
increased enormously as a result of the widespread 
affluence which exists today, so that it has become a 
social and an economic problem. The publication of 
a comprehensive and up-to-date practitioner’s book 
on hire-purchase law is, in the circumstances, parti- 
cularly welcome. Mr Wild’s book, as he explains in 
his preface, began by being a revision of an earlier 
work by Mr Pereira, but in the end turned out to be 
largely different from it; though the present author 
gives full recognition to the assistance which he has 
derived from the earlier work. 

The subject of the book is hire-purchase pure and 
simple; it does not attempt to deal with hire or with 
credit-sale agreements. One is inclined, perhaps, to 
think of the law of hire-purchase mainly in terms of 
the Hire Purchase Acts, forgetting that they were 
passed only to introduce reforms which well- 
established practice had shown to be needful. In 
fact, there is considerable case law on the subject, 
as a glance at the table of cases in Mr Wild's book 
shows. A number of these cases are discussed and 
explained in the text, and altogether the author has 
dealt with this branch of the law exhaustively. There 
is an appendix in which the Hire Purchase Acts and 
certain relevant statutes are set out in full or in part, 
and other appendices contain the relevant County 
Court rules and forms and specimen agreements. 


Company Law · 


by Н. GOITEIN, M.COM., LL.D.(LoND.). (The English 
Universities Press Ltd, London. 255 net.) 


This is a new book on company law and the author 
has adopted a new approach to his subject. In his 
preface he tells us that the object of the work is 
primarily to provide a thorough grounding in the 
principles of company law in a form which the 
student of today, whether of law, accountancy, 
administration, or economics, can readily appreciate. 
He believes that it is the first student's book on 
company law to have regard to the economist's 
approach, and to deal with some of the more import- 
ant topics on the border line of law and economics, 
and of law and accountancy. 

The book is admittedly and deliberately selective, 
but the author nevertheless believes that it covers 
the syllabus requirements of most if not all of the 
professional bodies. It is to be observed, in this 
connection, that while he refers to The Association of 
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Certified and Corporate Accountants, 'he does not 
mention The Institute of Chartered Accountants in 
England and Wales. 

'The book is certainly readable, its conversational 
tone being reminiscent of a lecture rather than a 
textbook, and it may well prove a valuable means of 
stimulating interest in a part of the law which the 
average student is likely to find a somewhat dry one. 
Whether it is really adequate so far as serious 
examination study is concerned is another matter 
and, in spite of what he says in his preface, the author 
seems to have his doubts, for in a note to the reader 
entitled ‘How to read this book’, he suggests that it is 
a good idea to have a practitioner's work at hand for 
reference. 

The absence of a table of cases is a great disadvant- 
age; it means that the reader who seeks an explanation 
of some abstruse section of the Companies Act, 1948, 
for instance, has no means of finding whether there 
is one. The table of cases contains careless mistakes. 
When a case is reported in both the Law Reports 
and the All England Reports only one reference is 
given, whereas both are desirable, and the choice of 
reference has been made haphazardly. 


McMurry's Management Clinic 


by Вовевт M. McMurry. (Business Publications 
Ltd, London. 355 net.) 


Writers on management problems frequently enjoy 
an advantage over those who write about accounting 
because of the way in which personalities push them- 
selves up through the print. This book goes much 
further for it is concerned only with problems about 
people and is written in the form of a reprint from a 
mass circulation weekly of questions and answers on 
personality problems. The scene is America and Dr 
McMurry writes in the vernacular: the result is a 
racy, readable and witty book giving clear-cut guid- 
ance on how to deal with managers who will not grow 
up, bosses who will not give up, *old school tie' closed 
shops – and the other sort ~ gamblers, alcoholics, and 
about another eighty difficult human problems. 

The English reader may at times feel that while Dr 
McMurry fills in the background often hinted at by 
Hollywood, he has not got much to say which is 
relevant to Britain. But on the next page there will 
almost certainly be a case which exactly fits either an 
employee, a client or a partner. We readers are 
invited to take vicarious pleasure in the author's con- 
sultancy work and at the least we should recognize the 
high place he accords to common sense and the convic- 
tion with which he states as principles ideas we may 
have played with and taken no further: some will be 
rejected hastily through reading this book, but many 
more will be confirmed and put into practice. 

No one can belong to a profession without being 
actively concerned with people, nor can any account- 
ant avoid having some human problems presented to 
him for solution ~ Dr McMurry's piece of light 
reading may well suggest either how to tackle a pro- 
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blem or how hot to, while it will almost certainly show 
that you are not alone in your problem and that it has 
its amusing side. There’s no waiting and no humbug 
at this clinic, 


SHORTER NOTICES 


PRACTICAL BOOK-KEEPING AND Accounts (Fifth Edi- 
tion), by A. J. Favell, B.sc.(ECON.), A.c.1.s. University 
Tutorial Press, London. ros 6d. The present edition 
of this textbook, now a quarter of a century old, has 
been revised by Mr W. Т. Smith, M.com., who has 
increased the number of exercises and supplied a 
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selection of examination papers set by the Royal 
Society of Arts and The London Chamber of Com- 


merce. 


Overseas NEWSPAPERS AND PERIODICALS Guine Book, 
seventh: edition. Publishing and Distributing Co 
Ltd, 177 Regent Street, London, Wi. 30s plus 15 3d 
postage. The seventh edition of this annual reference 
book extends to 464 pages and gives useful details of 
over 2,000 publications in 137 countries. Those con- 
cerned with overseas marketing, advertising or re- 
search will find the comprehensive information relating 
to advertising rates, circulations and ‘other data 
concerning overseas journals of considerable value. 





Finance and 
Commerce 


Asset Valuation 


Te reprint in this, the final issue of 1960, 
features the accounts of Seddon Diesel Vehicles 
Ltd, a company that builds heavy-duty road trans- 
port vehicles. Pictures with the accounts include one 
of the SD4 Tractor that conveyed the Donald 
Campbell ‘Bluebird’ to Salt Lake City, a 3,000-mile 
journey which included a climb of over 11,000 feet 
from Denver, Colorado. 

The main point in these accounts is the adoption 
of an up-to-date fixed asset valuation. The board, 
states the chairman, Mr R. H. Seddon, in his annual 
statement, has been of the opinion for some time that 
the fixed assets as shown in the balance sheet bore 
no relation to present-day values and an up-to-date 
valuation as at June 30th, 1960, was recently carried 
out by Messrs Edward Rushton, Son & Kenyon, 
of Manchester and London. The valuation showed a 
surplus on land and buildings and plant and machin- 
ery of £200,344 in excess of the balance sheet figure. 

The {200,344 has been applied in writing off in 
respect of goodwill a figure of £106,192, and the 
cost of the valuation of £1,000. A further £61,000 
of the surplus has been taken to general reserve, 
£30,000 to stock contingency reserve, and £2,152 to 
capital reserve. | 

After taking these measures, observes Mr Seddon, 
it was estimated the net asset value of the Ordinary 
shares as per the balance sheet would amount to 
approximately 2s 6d per share. 


A Slip 


Mr Seddon’s report on trading conditions is en- 


couraging. ‘Since the removal in 1959 of purchase * 


tax and the threat of nationalization, trade has been 
very brisk. The order position has improved con- 


siderably and it is continuing to do so.’ The multi- 
wheeler range of vehicles in the heavier class has 


scored a success and repeat orders were coming in. 


In fact, orders were being received in excess of 
production capacity and delivery dates were lengthen- 
ing. The difficulty appears to be particularly in the 
delivery to the company of certain components 
bought in from outside manufacturers, and the 
directors have accordingly decided to increase the 
production of such components in the company’s 
own works, 

The company’s interest in private cars is indicated 
in the car division of the subsidiary, Halls (Finchley) 
Ltd. Sales here are falling off with the recession in 
the car trade generally but Mr Seddon reports that 
the value of the stock of second-hand cars is very low. 

One unfortunate little slip occurred in the prepara- 
tion of these accounts: the auditors’ report was dated. 
December 29th instead of November 29th and the 
correction has been effected by an erratum slip with 
the report. This is a relatively minor matter but it is 
worth noting as a warning that errors so easily creep 
in where only a cursory glance is given when checking 
headings and dates, and where they may be more 
vital, in carry-forwards, etc. 


Historical 


IT was interesting to note reactions when the 
accounts of John Binns & Sons Ltd, spinners and 
weavers, were examined by colleagues. Without 
exception, there was a gasp of exclamation when 
*Fixed assets, at cost, less amounts written off to 
December 31st, 1912, with additions since at cost, 
less sales’, was reached. 1912! Pre-First World War 
asset values are coming to be regarded as belonging 
to another age. So much has happened in the last 
quarter-century. 

Probably there is very little of the total for fixed 
assets of £377,870, less £207,080 accumulated 
depreciation, making £170,790 net at the values of 
forty-eight years ago. By far the greater part of the 
fixed assets total is in plant and machinery, fixtures 
and fittings and motor vehicles at £326,216, less 
£184,850 accumulated depreciation, making £141,366 
net. Leasehold dwelling-houses appear at £15,791 less 
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£4,241, giving £11,550 net. Freehold land, buildings 
and leasehold offices are stated at /35,863 less 
£17,989 making £17,874 net. 

One would presume that the major item, plant 
and machinery etc., dates from some time more 
recent than 1912. But as it stands, the fixed 
assets group in this balance sheet looks decidedly 
historical. 


Scrapping Plant 


It rather looks as if the time is now at hand when a 
reconstruction of the balance sheet could be under- 
taken with advantage. Mr W. S. Emmott, the chair- 
man, reports that during the year of the accounts, 
plans for participation in the Government's re- 
dundancy scheme were carried out. The plan was to 
Scrap the oldest looms in the smallest mill and transfer 
the employees to another mill in the same area which 
went on to shift working. Full employment was 
thereby maintained but the change caused an un- 
foreseen loss of production in the weaving because the 
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workpeople were not used to the differertt looms and 
had to become accustomed to the new environment. 

While the difficulties have been surmounted, they 
lasted longer than expected and caused the fulfilment 
of old orders to become even less remunerative and 
thereby prevented the presentation of more favour- 
able results. But in view of current improvement, 
the directors are paying 20 per cent for the year com- 
pared with 15 per cent although the payment is on a 
capital of only £87,000 with capital, reserves and 
surplus totalling £390,632. 

Mr Emmott says the loss on scrapping plant was 
£4,492 which has been debited to machinery 
replacement account. Compensation payments under 
the redundancy scheme have been received and the 
company has made its first contribution to the 
levies. The levies will have to be paid for several 
years and to relieve the yearly trading profit from 
them, a redundancy equalization account has been 
opened to which the compensation payments of 
£18,449 have been credited and to which levies 
present and future are being debited. 





CITY NOTES 


F there is one City certainty at the turn of the 

year it is that in the first few weeks of 1961 there 
will be none of the false optimism that characterized 
stock-market business in the early weeks of 1960. 


The reverse, in. fact, may be the case. Undue 
pessimism may take the place of over-optimism. 
For some time the stock-market pattern has been a 
patchwork of minor rallies and recessions and it 
seems unlikely that this patchwork will give place to 
definite form for some time ahead, 


The unknown quantities in the stock-market 
equation are many: uncertainty concerning the 
policies of the new American administration; doubts 
on the timing of easier internal credit conditions here; 
the effect of the current round of higher wages; 
European free trade developments; the worsening 
balance of payments position and, inevitably, doubts 
on the shape of the Budget, will keep in check 
any tendency towards undue optimism. 


General stock-market opinion is that in the early 
part of the year the industrial equity markets will 
tend to be irregularly lower although in some sections 
of the market such as in consumer goods, hire- 
purchase and shipping shares, the bottom of the 
fall may already have been reached. 


The past twelve months have not been an easy 
investment period and the coming year may not be 
any ‘easier — in the early months at least; but later, 
the movement of trustee money towards the equity 
market might signal the start of recovery. 


RATES AND PRICES 
Closing prices, Wednesday, Decemher 28th, 1960 
Tax Reserve Certificates: interest rate (26.11.60) 3% 


Bank Rate 


May 22, 1958 54% Jan. 21, 1960 5% 
June 19, 1958 5% June 23, тобо 6% 
Aug. 14, 1958 44% Oct. 27, 1960 5176 
Nov. 20, 1958 496 Рес. 8, 1960 596 
Treasury Bills 
Oct. 21 £5 6s 638d% Nov.25 £4 12s 9'254% 
Oct. 28 Ás 159'524% Dec. 2 Á4 125 5'554% 
Nov. 4 £4 175 9'794% Рес. 9 £4 95 783d% 
Nov. 11 £4 155 5'464% Dec. 16 £4 7s wod% 
Nov. 18 £4 135 5°93d% Dec. 23 £4 75 1'454% 
Money Rates 
Day to day 3-44% Bank Bills 
7 days . 41-4176 2 months 43-46% 
Fine Trade Bills 3 months 4-4 k% 
3 months 58-65% 4 months 44-44% 
4 months 58-69% 6 months 43-48% 
6 months 54-03% 
Foreign Exchanges 
New York 2:8o055-3$ Frankfurt 11:70 —71% 
Montreal 2°79 is-fe Milan 17408-% 
Amsterdam 10'57j-$ Oslo 20:021-% 
Brussels 139°35}-% Paris 13:831—86 
Copenhagen 19:341-à ^ Zürich 12:07$-$ 
Gilt-edged 
Consols 24% 44xd Funding 4% 60-90 87} 
Consols 4% 65ixd Savings 24% 64-67 82% 
War Loan 32% 59$ Savings 3% 55-65 809% 
Conversion 34% 59 Savings 3% 60-70 784 
Conversion 34% 1969 848 Savings 3% 65-75 7 
- Exchequer 54% 1966 гоо; Treasury 23% 43k 
Funding 3% 66-68 81ijd&xd Treasury 34% 77-80 714 
Funding 3% s9-69 iý Treasury 34% 79-81 71% 
Funding 34% 99-04 63 Victory 4% 93$ 
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Audits of Building Societies - II 


Statement issued by 
The Institute of Chartered Accountants in England and Wales 


We complete below the reproduction of the Institute’s recently issued statement on 
‘Audits of Building Societies’. The first part of the statement, together with the 
appendix, was included in last week’s issue. Copies of the statement in booklet , 


form are available without charge from the offices of the Institute at Moorgate 


. 


Place, London, EC2. 


SUGGESTED AUDIT PROCEDURES (contd.) 
Repayment of Advances by Instalments 


HE matters mentioned below will need consider- 

ation by the auditors when they are assessing the 
system of control and deciding what tests they should 
apply in order to satisfy themselves on the records of 
instalment payments by borrowers. 

48. In addition to the routine work of ledger posting, 
the society should have an established procedure for 
the identification of arrears of instalments and the 
issue of reminders and for reports to responsible 
officials and eventually to the board so that legal action 
to obtain possession of the property may be sanctioned. 

49. A new advance to a borrower whose repayments 
are in arrear is a transaction calling for special exami- 
nation to ascertain whether the advance has been 
properly authorized and the security is adequate. 

50. It is desirable for the society to have a procedure 
for the confirmation of entries. Where borrowers have 
repayment pass-books these may be retained at 
intervals during the year on a satisfactory test basis 
and agreed with ledgers. Other borrowers may be 
circularized with a statement of their account and 
asked to communicate with the society or the auditors 
if the entries as shown by the statement are in their 
view incorrect. Where these queries are not addressed 
direct to the auditors the society should have an 
appropriate procedure to ensure that the queries are 
promptly and fully investigated by an official of the 
society who is not concerned with the keeping of the 
accounts of borrowers or the handling of cash. 


Shares and Deposits 


51. An indication is given below of matters which the 
auditors will need to consider when assessing the 
system and deciding what tests they should apply in 
order to satisfy themselves on the records of shares 
and deposits. Àn effective confirmation of balances is 
a most important safeguard and the auditors should 
either carry out or supervise the carrying out of a test 
confirmation at least once a year. 

52. Shares may consist of subscription shares and 
paid-up shares; theie are also term shares where the 
shareholder will not normally require repayment until 
after a specified period of years. Interest on shares or 
deposits may be credited to the account instead of 
being paid. The following should be covered by the 
society’s System to ensure proper control: 

(a) responsible custody of unused share and deposit 

pass-books, receipt forms and share certificates; 


(Б) instructions to the staff as to the making of entries 
in pass-books and the issue of receipts; 

(с) withdrawal terms, notice, specimen signatures; 

(d) authorization of withdrawals by ledger depart- . 
ment or against pass-book; 

(е) records of death, marriage, powers of attorney 
and transmission of shares and deposits; 

Direct transfers from one account to another 
should not be permitted. "Transfers should be 
entered in a journal so that all such entries may be 
verified. 

(f) comparison of the balance shown in the pass- 
book with that shown in the ledger account; this 
may be carried out continuously by retaining 
pass-books for comparison before return or by 
periodical circularization of depositors or share- 
holders requesting them to send in their pass- 
books for the purpose. This is particularly 
important in the case of dormant accounts and 
term accounts. 


53. T'he records must be in such form as will enable 
the amount due to shareholders and depositors to be 
classified in the detail required by Schedule No. 6 of 
the annual return. The records must also provide the 
information required in Schedule No. 5 as to the 
normal rates of interest. 


Cash 


54. The handling of cash is always accompanied by 
possibilities of error and misappropriation, concealed 
by ‘teeming and lading’, manipulation of dormant 
accounts and other devices. This problem is of special 
importance to auditors of building societies because 
of the large extent of the cash transactions, but it does 
not involve audit considerations which differ in 
principle from those encountered in many other 
businesses. In assessing the system and testing its 
effectiveness the auditors will need to apply rigorously 
their professional techniques. Discrepancies revealed 
by surprise cash accounts or by searching tests ‘in 
depth’ will call for exhaustive investigation. 


Investments 


55. The investment powers of building societies 
(including a prohibition against placing funds with a 
bank which has not been designated by the Chief 
Registrar of Friendly Societies) are governed by 
Sections 11 and 12 of the Act. Under Section 11 the 
Chief Registrar of Friendly Societies has made the 
Building Societies (Authorized Investments) Order, 
1960 (S.I. 1960 No. 2091) to come into operation on 
january ist, 1961. Audit procedures in relation to 
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investments will not raise points peculiar to building 
societies except that attention is drawn to the classifi- 
cation required under the prescribed form of balance 
sheet and the considerable further detail required in 
Schedule No. 4 and Schedule No. 8 of the annual 
return. These schedules fall within the scope of the 
auditors’ report on the annual return. The investment 
records should be designed to enable these details to 
be readily available. 


Interest and Other Amounts paid by Borrowers 


56. ‘The prescribed form of revenue and appropri- 
ation account requires separate disclosure of 'interest 
on mortgages’ and ‘other amounts paid by borrowers as 
consideration for advances’. The auditors will therefore 
need to satisfy themselves that the records are main- 
tained in such a way that this important distinction is 
.properly made in the revenue and appropriation 
account, 

57. Purther detail is required in the annual return. 
Schedule No. 5 requires a statement of the normal 
rates of interest, the maximum interest rate charged on 
any mortgage during the year, and particulars of any 
charges made to borrowers as consideration for 
advances in addition to the normal interest charge. 
(The ‘Notes for guidance’ issued by the Chief Registrar 
of Friendly Societies state that the number of the 
society’s rule under which such additional charges are 
made should be shown in the return.) This schedule 
does not fall within the scope of the auditors' report 
on the annual return but these requirements will need 
to be borne in mind in considering generally the 
adequacy of the society's records. 


Taxation 


58. Auditors will need to be conversant with the 
current publication setting out the special income tax 
arrangements for building societies and satisfy them- 
selves that the form of the society's records makes the 
required information available. 


TRUE AND FAIR VIEW 


59. When the auditors have completed their tests 
and inquiries in relation to the records and system and 
have ascertained that the balance sheet and revenue 
and appropriation account are in agreement with the 
records they will need to review the accounts in order 
to reach an opinion on whether they show the true 
and fair view required by the Act. 'This overriding 
requirement should govern their whole approach to 
the audit and the matters to be noted in the audit 
papers as the work proceeds. If in any respects the 
auditors are not satisfied that the view pre- 
sented is both true and fair itis their duty to state 
in their report the respects in which they are not 
satisfied. Particular matters which will need con- 
sideration are referred to below. 


Prescribed Requirements 


бо. In conformity with sound accounting practice 

the following requirements have been prescribed in 

paragraphs 2, 3 and 4 of the Building Societies 
(Accounts) Regulations, 1960: 

‘2. There shall be included against every heading іп: 

(a) the revenue and appropriation account, the 
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corresponding amounts for the imfnediately pre- 
ceding financial year; and 

(b) the balance sheet, the corresponding amounts at 
the end of the immediately preceding financial year. 

‘3. There shall, if it is not otherwise shown, be stated 
by way of note to the revenue and appropriation account 
every material respect in which any items shown therein 
are affected: 

(a) by transactions of an exceptional or non-recurrent 

nature; or 

(5) by any change in the basis of accounting. 

*4. The following matters shall be stated by way of 
note to the balance sheet, or in a statement or report 
annexed thereto, if not otherwise shown: 

(a) particulars of any moneys owing by the society in 
respect of deposits, loans and overdrafts which are 
wholly or partially secured; 

(b) the general nature of any contingent liability not 
provided for, and where practicable, the estimated 
amount of that contingent liability if it is material; 

(c) where practicable, the aggregate amount or esti- 
mated amount, if it is material, of contracts for 
capital expenditure, so far as not provided for; 

(d) where the amounts of the separate reserves or 
provisions as compared with the amounts at the 
end of the immediately preceding financial year 
show any increases or decreases, the sources from 
which the increases have been derived and how che 
amounts of any decreases have been applied; 

(e) the method of arriving at the amount at which any 
office premises are shown; 

(f) the basis on which any item of income tax has been 
computed." 


Provision for Mortgage Losses 


61.'The provision for anticipated losses on mortgages 
is required to be stated separately in the balance sheet 
as a deduction from the total amount outstanding on 
mortgages. The auditors will need to be satisfied that 
where repayments are in arrear a realistic provision is 
made if the security is not adequate. Interest should be 
accrued and the provision for mortgage losses aug- 
mented accordingly, even if the account is dormant. 
Where arrears have been satisfied by the granting of 
additional advances the soundness of the debts will 
need special examination, including a review of 
transactions with those borrowers subsequent to the 
balance sheet date. 

62. In the ‘Notes for guidance’ issued by the Chief 
Registrar of Friendly Societies it is stated that 'the 
power of boards of directors to remit interest is, in 
many cases, limited and generally speaking arrears 
cannot be regarded as waived or the payment thereof 
postponed unless the borrower has been so informed. 
The correct procedure is to show the full amount due 
and make separate provision for any anticipated losses. 
Such provision should be adequate to cover all 
discernible losses. 


Income and Expenditure 


63. It is important to note that the revenue and 7 


appropriation account is required to give a true and 
fair view of ‘the income and expenditur~ of the building 
society for the financial year’. The audito:s are therefore 
concerned with the fair presentation of both the income 
and the expenditure, not merely with the resultant 
balance. Moreover, they are concerned with whether 
the items in the account relate to the financial year. 
In this connection special attention should be given to 
the following where the amounts are material: 
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(a) any amounts paid by borrowers, in addition to 
normal interest, as consideration for advances 
(these amounts are required to be shown in the 
account as a separate total); 

(b) any survey fees, redemption fees or other charges 
which are of abnormally large amount and have 
been included in the items of income shown under 
‘Valuation fees and expenses’, ‘Other fees, fines, 
rules and pass-books’ and ‘Other income’. 


64. In examining such matters it is essential to 
consider not only their proper description (for which 
purpose the wording in the prescribed form of accounts 
may require extension or adaptation) but also whether 
they can properly be regarded as income ‘for the 
financial year’. 


‘Window Dressings’ 


65. Auditors should examine transactions which 
have the effect of showing as on the balance sheet date 
a state of affairs (particularly the society's liquidity) 
which is materially better than it was during the year 
and shortly after. Items requiring particular attention 
are: 

(a)large deposits received shortly before the year 

end and repaid shortly after; 

(b)large mortgage repayments received shortly 
before the year end and re-advanced on the same 
property shortly after; 

(c) unusual delay until after the year end in making 
payments in accordance with applications re- 
ceived for withdrawals of shares or deposits; 

(d) an abnormal year end accumulation of commit- 
ments for advances followed by the making of 
the advances shortly after the year end; 

(e) the significance of the items in bank reconciliation 
statements. 

66. The auditors are no longer required, as they were 
under the previous legislation, to make the ambiguous 
statement that the accounts ‘are in accordance with 
law’. They are however required to be satisfied and to 
state in their report that the accounts are properly 
drawn up in accordance with the requirements of the 
Act and the regulations made thereunder. They will in 
addition need to consider all the provisions of the Act 
and the rules of the society which govern the operations 
of the society. Any failure by the directors to have 
regard to their fiduciary position and any acts or 
defaults which may render the society liable to 
penalties under the Act will need careful consideration 
by the auditors in deciding upon the terms of their 
report. (In this connection it should be understood 
that on any matters of the kind dealt with in the 
Council statement on Unlawful Acts or Defaults by 
Clients of Members (Section S5 of the Members’ 
Handbook) there is no special relationship entitling 
the auditors to consult or disclose information to the 
Chief Registrar of Friendly Societies.) 


AUDITORS’ REPORTS 
Report on the Annual Accounts 


67. Section 42 provides that the revenue and 
appropriation account shall be annexed to the balance 
sheet, to which the auditors’ report shall be attached.* 
It also provides that the revenue and appropriation 
account shall be approved by the board of directors 
before the balance sheet is signed on their behalf. 
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Section 41 requires the balance sheet to be signed on 
behalf of the directors by two directors and by the 
manager or secretary. The auditors have no responsi- 
bility in relation to the directors’ report required 
under Section 43; the Act contains no provision 
comparable with Section 163 of the Companies Act, 
1948, and accordingly information which is required 
to be given in the accounts is not permitted to be given 
instead of the directors' report. 


68. Where the auditors have no reservations to make 
in respect of any of the matters specified in Section 45 
a suitable form of report would be: MP 

Report of the auditors to the members of the. ......... 

Building Society 
The foregoing balance sheet and revenue and 
appropriation account are properly drawn up in 
accordance with the requirements of the Building 

Societies Act, 1960, and the regulations made there- 

under. In our opinion they give respectively a true and 

fair view of the state of the society’s affairs as .on 

РО and of its income and expenditure for 

the financial year ended on that date. 

If the auditors are unable to report in those terms or 
find it necessary to report on any of the matters 
referred to in subsections (4) or (5) of Section 45 their 
report should be factual, specific and as brief as is 
consistent with conveying the essential points. 


Report on the Annual Return 


69. The annual return form prescribed by the Chief 
Registrar of Friendly Societies does not embody any 
form of wording for the auditors’ report on the annual 
return, Their report thereon is governed by the 
requirements of Section 51 and it must be annexed 
to the annual return. 


70. Under the Building Societies (Annual Return 
and Auditors’ Report) Regulations, 1960, prescribing 
the form and contents of the annual return, paragraph 
8 provides that the auditors shall not be required to 
deal in their report with what may conveniently be 
called the ‘front page’ or with Schedule No. 1, Sections 
B and C of Schedule No. 2, and Schedule No. 5. The 
remainder of the annual return, on which the auditors 
must report, consists mainly of accounts and schedules 
containing summarized information about which they 
should be able to satisfy themselves as a result of the 
audit procedures already suggested. 


71. Some difficulty is however presented by Schedule 
No. 3 containing the particulars required by Section 54 
which relates to disclosure of advances to any director 
or the manager or secretary or to companies in which 
they are interested. The auditors will be obliged to 
rely upon the information given to the society by the 
directors and officers in accordance with the duty 
imposed by subsection (2) of Section 54 and it is 
desirable that the auditors should so indicate in their 
report. 

72. Where the auditors have no other reservations 
to make, a suitable form of report on the annual 
return would be: 

Report of the auditors on the annual returnof the........ 

Building Society for the year ended. ......... 

In our opinion the foregoing annual return for the 
year ended.............. (so far as we are required 
to report upon it) is properly drawn up in accordance 
with the requirements of the Building Societies Act, 
1960, and regulations made thereunder, is in agreement 
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with the books of account and records of the society 

and gives a true and fair view of the matters to which 

it is addressed. 

In relation to Section B of Schedule No. 3 we have 
no information other than that disclosed by the directors 
and officers in accordance with subsection (2) of Section 
54 of the Act.} 

We are not required to deal with the information 
appearing before Account No. 1 or with Schedule 
No. 1, Sections B and C of Schedule No. 2 and 
Schedule No. 5 and accordingly our report does not 
cover those matters. . 

73. If the auditors find it necessary to make other 
reservations their report should be factual, specific 
and as brief as is consistent with conveying the essential 
points. 

74. It is important to bear in mind that the revenue 
and appropriation account and the balance sheet are 
reproduced in the annual return as Accounts Numbers 
5 and 6. If therefore the auditors have made any 
reservations in their report on the annual accounts (see 
paragraph 68 above) it will be necessary for them to 
incorporate in their report on the annual return the 
terms of their report on tlie annual accounts. 


Report for a New Society making Application to 
Commence Advertising 


75. Subsection (3) of Section 5 provides that an 
application under the section shall be granted by the 
Chief Registrar of Friendly Societies if all the require- 
ments set out in the Second Schedule are fulfilled. If 
all those requirements are fulfilled the Chief Registrar 
has no discretion to refuse. Paragraph 4 of the schedule 
requires the application to contain or be accompanied 
by a report by the auditors of the society. The para- 


1 Note. – This reservation regarding Schedule No. 3 will aot be 
adequate if the schedule does not give all the particulars which, 
according to the information available to the auditors, should be 
given. In that event the auditors have a duty under subsection (3) 
of Section 54 to include in their report, so far as they are reason- 
ably able to do so, a statement giving the required particulars, 
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graph calls for a positive opinion. if therefore 
the auditors are not able to report in the terms 
required by the paragraph then they cannot give 
a report for the purpose of the Section 5 appli- 
catiou. In that event their procedure should be to 
inform the directors in writing that they are unable 
to express the opinion required under paragraph 4 
of the Second Schedule. 


76. Where the auditors are satisfied that they are 
able to give the report it should be addressed to the 
society and the terms of the report should be precisely 
as required by the schedule: 


Report of the auditors to the. ....... Building Society 
for the purpose of an application under Section 5 of 
the Building Societies Act, 1960 


In our opinion the balance of the revenue and 
appropriation account for the financial year ended 
bu DR NEN A or represents a surplus after making any 
adjustments which in our opinion are necessary to 
provide for diminution in value of assets, or in respect 
of items of an exceptional or abnormal nature. 


77. The revenue and appropriation account to which 
the report must relate is that for the last financial 
year ending before the date of the application. The 
making of the report does not arise until after the 
accounts for that year have been audited. 'T'he adjust- 
ments referred to in the report are a matter for the 
judgment of the auditors alone. 


78. The report required by paragraph 4 of the Second 
Schedule is the only respect in which the auditors are 
concerned with an application under Section s. There 
are no provisions requiring their consent to the context 
in which their report appears. Auditors should 
therefore make their report as an independent docu- 
ment which can accompany (as distinct from being 
part of) the application. 


(Concluded.) 





Correspondence 


Letters must be authenticated by the name and address of 

the writer, not necessarily for publication. The Editor does 

not necessarily agree with, or hold himself responsible for, 
the opinions expressed. 


Specialism in the Profession 


Sir, ~ Mr Edis and Mr Stoby refer in their letters 
(December то and 17th issues) to the fellowship of 
'The Institute of Cost and Works Accountants in 
management accounting. 

While all they say is correct, and while many of us 
would like to take advantage of the existence of this 
examination, it is not in fact of real value to many 
members of The Institute of Chartered Accountants 
in England and Wales so long as one of the conditions 
for fellowship is ‘not less than three years’ practical 

experience of cost accountancy’. | 


What we should like to see is an examination in 


Management accounting (or some other form of 
specialization) acknowledging the status of our own 
professional experience as practitioners as a suitable 
standard for entry to such an examination, whether 
a ‘sat’ examination or not. 

Yours faithfully, 


London, EC2. К. S. WALDRON, F.c.a. 


The Small Practitioner 


Sir, - There will be many small practitioners who 
will agree with Mr Collier’s letter (November 26th 
issue). 

The Council of the Institute has, however, con- 
sidered the question of State registration and decided 
that there are too many difficulties involved. I believe 
that the Council consists of partners of the large 
firms and members who hold responsible positions 
in commerce. It is obvious that the large firms are 
not suffering from the competition of the unqualified 
accountant, a fact which is confirmed by the attractive 
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salaries they offer to their employees, often as high 
as comparable jobs in commerce. Я 

If legislation was introduced to close the profes- 
sion, a number of practising unqualified accountants 
would have to be accepted as State public account- 
ints, but this and other problems must have con- 
PE the Law Society and other bodies who have 

nefited from State registration; why cannot the 
accountancy profession solve these problems? 

Perhaps supporters of these views should gather 
within the existing regulations of the accountancy 
bodies to consider the problem in detail. 


Yours faithfully, 
London, SW2. R. MITCHELL. 


Hospital Costin$ Returns 


Sir, – May I refer to the leading article on Hospital 
Costing Returns published on page 724 of your issue 
of December roth, 1960, the writer of which may have 
unwittinglv led readers to believe that the issue of 
‘the 1959-60 returns is extended and in more detail 
than those for the two preceding years. 

In fact, the *main scheme' returns, covering about 
350 hospitals, have been published in the same form 
tor the past three years, the only change being one 
of presentation. In 1957-58 and 1958-59 the main 
scheme cost returns were contained in one volume. 
Гл 1959-60, the year under review, the publication 
has been divided into three parts simply for ease of 
reference. As to the 'alternative scheme', which is 
used for all other hospitals (approximately 2,200), 
the publication of the detailed national summaries 
has been discontinued although a table of average 
costs appears at the end of Part I. 

Yours faithfully, 
GILBERT H. CLARKE, 
Treasurer, 
NORTH East METROPOLITAN 


London, W2. REGIONAL HosPrrAL ВОАЕР. 


Hire-purchase Accounts 


Str, ~ I should be pleased to have readers’ comments 
upon the current accounting practice of charging hire- 
purchase interest against accounting periods by 
dividing the total hire-purchase charge by the num- 
ber of months’ instalments to be made and charging 
to the accounting period the number of months in 
that period. 

The particular illustration I have in mind is that 
of a hire-purchase balance of [2,400 payable over two 
years at 5 per cent annual interest, viz. £240. You 
can see that the monthly payments would be {110 
and current practice calls for £10 to be written off as 
hire-purchase interest each month. 

It is obvious that the true interest position, allow- 
ing for the repayment factor, is very nearly ro per cent. 
interest per annum and I have calculated in round 
figures upon the illustration involved the percentage 
of interest charged at the end of each month in relation 
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to the total interest and the result is startling. After 
six months' payments, 43 per cent of the interest has 
been suffered or, £103. At the end of twelve months 
74 per cent of the interest has been suffered, or £180. 

І understand certain practitioners make it a practice 
to write off the total interest in the first accounting 
period involved but I do not seem to be able to find 
up-to-date legislation covering this position. In any 
case, I understand the Revenue are relying upon cases 
as early as 1913 and I am told ‘that normal account- 
ancy principles govern the position which Would make 
it incorrect to anticipate a charge relating to a sub- 
sequent period'. 

It should also be borne in mind that certain hire- 
purchase companies make no refund upon settlement 
before the ultimate date, which sometimes is neces- 
sary due to the trading in of the item or otherwise 
upon a sudden payment of cash money. In addition, 
their charges include accommodation and service fees 
not related to interest which should be written off at 
the onset anyway. 

A further legal point appears to occur in so far as 
all the payments throughout the whole period are 
legally hire charges and, in fact, the item in question 
is usually only purchased at some figure of say, £1 at 
the end of a period of hire. Does this not merit grounds 
for a complete change in accountancy and a complete 
writing off with the bringing in of a taxable credit 
when the item in question was sold in excess of £1? 

Yours faithfully, 
T. F. W. 


Rhymes from the Accountants’ Nursery 


Sir, - The following are submitted for the amuse- 
ment of readers: . 
Tickerty-tickerty-tick, 
Enough to make you sick; 
The clock strikes one, 
For an hour we’re gone, 
Then back to the tickerty-tick. 


Little Jack Horner sat in the corner 

Now and then giving a sigh: 

The T.B. you see, 

It did not agree, 

And he'd spent three weeks wondering why. 


Jack met Jill in Muswell Hill, 

And — 'tween puffs on his pipe ~ hissed, 
Oh, how cruel! 

That golden rule, 

‘Don't flirt with the chent's typist.’ 


Little Miss Muffet, sat on a tuffet, 
Studying Partnership Laws; 

She seemed in no hurry 

With Garner v. Murray – 

Next paper was Executors. 


Yours faithfully, 
J. B. W. 
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A monthly feature designed to keep readers - 
whether in practice or in commerce – abreast of the 
latest developments in the field of office equipment. 


Transistorized Intercom System 


O electricity supply is needed and installation 

cost is nominal for the Speakaloud intercom 
system. 'T'his comprises a number of small loudspeaking 
stations interconnected by lightweight cable and 
powered by torch batteries. Wiring is so simple that it 
can, if desired, be done by the purchaser himself. 

There are two types of system: point-to-point, 
comprising a master and one substation; and multi- 
station — a master and up to five substations. Communi- 
cation is two-way between master and substation(s), 
either being able to originate the call. But substations 
cannot speak to one another, except through the master 
when a‘ ‘conference’ is called on the multi-station 
system, 

Remote listening facilities at the master permit 
monitoring of sound from the substations. But this 
cannot be done without the co-operation of the sub- 
station user, so there can be no ‘espionage’. 

The units, which can stand on a desk or hang on 
the wall, measure 64 by 53 by 3 in. and weigh between 
т and 1} lbs. according to type. Housing is a hard- 
wearing plastic material; the loudspeaker is covered 
with a metal grille and pushbuttons are of red and 
ivory plastic. Running cost amounts to less than one 
farthing per hour, the makers say. 

Prices: Point-to-point system complete and with 
Во ft. of cable, £15 105. Multi-station system: master 
and one substation, £18 15s, each additional sub- 
station £3 10s. Cable extra. 

Standard Telephones & Cables Ltd, Industrial 
Supplies Division, Footscray, Kent. 


Tamper-proof Labels 


Ax attempt to lift Superbond Tickotab labels from 
the various surfaces to which they may be applied 
damages them irretrievably, the makers claim. The 
new adhesive used on them creates a permanent bond 
between the surfaces it unites. 

This suggests that the labels would make a safe and 
convenient substitute for wax in sealing envelopes. 
Made in paper and glassine, plain or printed, they are 
mounted on backing paper from which they are easily 
dispensed, 

Superbond labels may also be applied to p.v.c., 
polythene, wax-coated and irregularly contoured 
surfaces. For labelling a cold metal surface, an alter- 
native adhesive, Texgrip, is used. 

Price: Plain white label 1 in. square, 10,000 quantity — 
10$ 6d per 1,000, printing extra. 

John Gosheron & Co Ltd, Albert Embankment, 
Vauxhall, London, SErr. 


Pre-sensitized Offset Plate 


NEW pre-sensitized metal offset plate is designed 

for use with all sizes of Rotaprint office dupli- 

cator. Said to be the simplest ever produced from the 

processing point of view, it has already been enthusias- 
tically accepted by some users. 

Only three steps are required to make a Rotacoat 
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plate. First, it is exposed, in contact with the negar 4 
in a suitable unit. Then rubbed gently with а sponge 
containing a small quantity of developer solution until 
the image appears dark and even. Finally, the plate is 
washed in running water or with a wet sponge. It is 
now ready for immediate use; or for storage, after a 
thin coating of preserving solution has been applied. 

Prices: From £4 14s 10d to £13 15s (including pur- 
chase tax) per package of twenty-five, according to size. 
Reductions for quantities. 

Rotaprint Ltd, Honeypot Lane, London, NWo. 


Low-cost Centralized Dictation 


ECAUSE the Rex centralized dictation system can 

be operated through any standard automatic 
internal telephone network (PAX), installation costs 
are minimal and operation flexible. The system can 
contain as many or as few dictation points as are. 
required and this number can be expanded or con- 
tracted at any time; and access to these is gained through 
any telephone extension. 

The Rex dictating machine uses an erasable light- 
weight disc which takes twelve minutes’ recording. 
Each operator in the audio-typing pool is provided 
with two machines (usable for recording and trans- 
cription) mounted one above the other on a stand 
containing the controls. Both machines can be used 
simultaneously, that is, the typist can transcribe while 
dictation is being done on the other unit. 

To get a connection, the executive simply dials a 
predetermined digit, which causes the exchange 
equipment to hunt automatically for a free machine. 
The audio-typist who answers the call can, if neces- 
sary, speak to the caller through the machine’s headset 


t 





Rex Dictation System 
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* APPOINTMENT OF 
ASSISTANT OFFICIAL RECEIVER 


" ‘The Board of Trade have announced that Mr Albert 
` Rout has been appointed as an Assistant Official 
У Receiver for the Bankruptcy District of the County 
"Courts of Aylesbury, Brentford, Chelmsford, Edmon- 
. S Hertford, St Albans, Southend, Reading, Banbury, 

.ewbury and Oxford, as from December 14th, 1960. 


NATIONAL INSURANCE BOOKLET 


A booklet entitled Notes on Overlapping Benefits, 
Allowances and Pensions, issued by the Ministry of 
Pensions and National Insurance, lists among seven 
sections details of personal benefits, dependants’ 
benefit and duplication between personal and depend- 
ants’ benefits. Copies of the booklet are available free 
from the Ministry of Pensions and National Insurance, 
Information Division, ro John Adam Street, London, 
X WCa. 


^ ANNUAL ABSTRACT OF STATISTICS 


The 1960 edition of the Annual Abstract of Statistics," 
published last week by the Central Statistical Office, 

_ Jonsists of 362 tables of official statistics together with 

“an index to their sources. A wide range of subjects is 
lovered by the tables including the area and climate 
hf the United Kingdom, national income and ex- 
penditure, production, banking and insurance, and 
education. 

The introduction explains that the tables given in 
the Abstract contain the latest statistics available, even 
though they may not have appeared yet in depart- 
mental publications. It also refers to twenty-one new 
tables which include national insurance, exchequer 
financing, securities quoted on the London Stock 
Exchange, discount houses and rateable values, as 

- well as to tables which have been deleted or revised. 


CONOMIC CONDITIONS OVERSEAS 


surveys in the 1960 series dealing with 
ditions in member and associated 
Organization for European Economic 
ow published, contain comprehensive 
onomic conditions in Canada, the 
and Switzerland. The booklets are 
H.M. Stationery Office, price 3s each. 

















ONDON UNIVERSITY LECTURES 


ture on ‘International trade and economic 
', by Professor А. К. Cairncross, C.M.G., M.A., 
will be given on February 13th next at the 
p School of Economics and Political Science, 
ton Street, London, WC2. The chair will be 
by Professor К. S. Sayers, м.А., ЕВА. A further 
re on ‘Safety and competition’, will be delivered 
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by Professor C. Е. Carter, M.A., on Thursday, February 
23rd, when Professor The Rt. Hon. Lord Robbins, 
C.B., B.SC.(ECON.), D.LITT., F.B.A., will take the chair. 

Both lectures, which commence at 5 p.m., are 
addressed to students of the University of London and 
to others interested in the subject. Admission is free 
and without ticket. , 


THE CERTIFIED ACCOUNTANTS’ LODGE 


The installation meeting of the Certified Accountants’ 
Lodge was held on December 5th, at Colonial House, 
Mincing Lane, London, EC3, when W. Bro. G. L. 
Barker was installed as Master for the ensuing year, 
and the following officers were invested: 

W. Bro. C. V. Jarvis, р.р.с.р. (E. Lanes), I.P.M.; 
W. Bro. J. A. Gopsill, P.F.c.D. (Warwickshire), S.W.; 
W. Bro. Н. Wells, 7.W.; W. Bro. А. Garner-Stevens, 
L.G.R., Chaplain, W. Bro. Sydney C. Jones, P.P.c.p.. 
(Middx.), Treasurer; W. Bro. C. R. M. Davidson, Secretary; 
W. Bro. А. С. S. Meynell, D.C.; W. Bro. J. Н. Hills, S.D.; 
W. Bro. E. Spencer, A.D.C.; W. Bro. E. Greenhill, * 
P.P.G.W. (Worcs.), Almoner; Bro. К. С. L. Jobson, 7.D.; 
Bro. D. W. Page, I.G.; Bro. Н. A. P. Miller, Steward; 
Bro. R. A. Bishop, Steward; Bro. K. H. Bickmore, Steward; 
Bro. W. Rapson, Steward; Bro. T. H. Johnson, Steward; 
W. Bro. A. J. Courtney, L.G.R., Tyler. 

'The address of the Secretary of the Lodge is 42 
Hollingbourne Avenue, Bexley Heath, Kent. 


SW. LONDON DISCUSSION GROUP 


The next meeting of the South West London Char- 
tered Accountants’ Discussion Group will be held at 
The Kingston Hotel, Kingston upon Thames, on 
Monday next, at 6.45 p.m., when Mr Т. C. Backshell, 
F.c.A. will open the discussion on the ‘Finance Act, 
1960’, 


THE SHEFFIELD AND DISTRICT 
CHARTERED ACCOUNTANT STUDENTS’ 
SOCIETY 


‘Investigations’ will be the subject of a talk given by 
Mr A. R. English, F.c.a., at a lecture meeting of The 
Sheffield and District Chartered Accountant Students’ 
Society on January 5th. 
Other meetings arranged for next year are as 
follows: 
January 26th, 1961: Annual dinner and dance, 
February 2nd: ‘Audit of a balance sheet’ and ‘Equitable 
apportionments', by Mr V. S. Hockley, B.COM., C.A., 
А.А.С.С.А. 
February 16th: ‘Group accounts’, by Мг К. 5. Car- 
michael, A.C.A. 
February 23rd: Visit to Steel, Peech & Tozer Ltd. 
March and: Visit to Granada TV Studios, Manchester. 
March 16th: ‘Losses for taxation purposes’, by Mr J. M. 
Higgison, F.C.A. 
March 30th: 'Managemena 
Peddie, B.A.. qs 







ancy’, by Mr R. 
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THE ACCOUNTANTS’ CHRISTIAN 
FELLOWSHIP 


The monthly meeting for Bible reading and prayer 
will be held at 1 p.m. on Monday next in the vestry of 
St Mary Woolnoth Church, King William Street, EC3. 
The scripture for reading and thought will be John, 
Chapter 17, verses 11 to 14 (Christ’s prayer for the 
keeping of the saints). 


THE ACCOUNTANT'S DIARIES 
Correction 

In the section on Income Tax Allowances in The 

Accountant’s Diaries for 1961 (pocket diary, page 155; 

foolscap, page 51) the Housekeeper Allowance is 

shown as £60. The allowance, of course, is now £75. 
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CROSSWORD SOLUTION 


The solution to the ‘Crossword for Christmas’, compiled 
by Mr Kenneth Trickett, F.c.a., which appeared in last 
week’s issue, is as follows: 





LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


Autumn Session 


About 300 students attended the mock annual general 
meeting of an hotel-owning company in the Chartered 
Insurance Hall. The proceedings were lively and many 
queries were raised which proved that a lot of thought 
had been given to the information distributed. The 
Spring session mock meeting will be a demonstration 
of a company liquidation. 

A total of 310 students in the first six months of their 
articles were attracted to some or all of the introductory 
course lectures. 

A further series of mechanized accounting lectures 
was held. An introductory talk by Mr Dudley W. 
Hooper, M.A., F.C.A., chief organizing accountant, 
National Coal Board, was followed by visits to leading 
companies in the industry at which films were shown 
or demonstrations given, and the course was concluded 
with a summing-up by Mr Hooper and a discussion. 


Social Groups 


The Lindsay Club, which was sponsored by students 
who were at the senior residential course in September, 
has held its inaugural meeting and appointed a com- 
mittee to arrange future activities. 

The T'averners have recently held a debate, and а 
party with University College Hospital nurses, and the 
Kingsway Club enjoyed a theatre visit. 


` КО 
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oughont the Country. 


Society Publicity 


A subcommittee has been appointed to report upon 
means whereby ‘the sense of contact between the 
Society and its members might be improved in order tu 
fight the difficulties and apathy affecting a large pro- 
portion of the membership in regard to most of its 
educational activities’. Itis also making inquiries about 
the possibility of starting a Students’ Society magazine. 


Sports Results 


The soccer team has beaten Guy's Hospital rst XI 

9-4, St Bartholomew’s Hospital 2-0, and lost to , 
Reading University 5—1. The golf team beat Universit. 
College Hospital 6–о, and the badminton te 
Imperial College 6-3. 






















Next Week’s Meeting 


The following meetings of the Societ] 
during next week: 
Wednesday, 7.15 p.m., at Reading: Lecturi 
accounts’, by Mr У, S. Hockley, B.COM., С.А 
Thursday, 11 a.m., at Southend: Whole-day 
lectures on ‘Problems in partnership accounts’, ' 
gamations, reconstructions and reductions of cay 
and ‘Investigations’, by Mr R. E. G. Perrins, a 
Friday, 6 p.m., at Ilford: Lecture on ‘Finance – Е; 
Common Market’, by Sir Eric Edwards, LL.B. 
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\XATION REPORTS 


DRTANT SERVICE TO PRACTITIONERS 


idvance reports, published by Gee & Co (Publishers) Ltd, in collabor- 
vith Taxation Publishing Co Ltd, have the following advantages: 
s of every English and Scottish case are posted to subscribers as soon 
ible after the transcript of his judgment has been approved by the 
ind is available X EVERY income tax, E.P.L., profits tax, stamp duty, 
гасе duty judgment in the English and Scottish Courts is reported 
reports are accredited for citation in Court, and are prepared by 
E. Mustoe, О.С. о The reports include full reports of the judgments 
etailed head-notes ye Tables of cases and of statutes judicially con- 
|, and a subject index, are provided at the end of the year on 
ition of each volume. 


Annual Subscription 30/- post free 
& COMPANY (PUBLISHERS) LIMITED 


3ASINGHALL STREET, LONDON, EC2 MONARCH 5347-8 
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1e Association of Superannuation 


and Pension Funds 
FOUNDED 1923 


President – Henry Lesser, C.B.E., LL.B., F.C.I.l. 
Chairman – L. A. Ellwood, M.A., LL.B. 


5SOCIATION, which is recognized by Government Departments, 
esentative of Pension Funds throughout Great Britain. 


salified to advise on all questions of Superannuation and keeps its 
ars informed of current legislation and of other subjects affecting 
ministration of Funds. It also gives advice to members individually. 


Particulars of membership and specimens of literature from 
The Secretary 
221 Kensington High St, London, W8 
Tel: WEStern 1400 
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JAMES TAYLOR AUTOMOBILES LTD 


Rolls-Royce and Bentley Specialists 
BENTLEY HOUSE, FINDON ROAD, WORTHING, SUSSEX 
С. B. CHAPMAN, GENERAL MANAGER 
Tel. No. Findon 3022/3 


USED ROLLS-ROYCE AND BENTLEYS WITH TWELVE MONTHS 
WRITTEN GUARANTEE. We are so confident that our compre- 
hensive overhaul of all Rolls-Royce and Bentley cars is so 
thorough and leaves nothing to chance, we are able to 
give twelve months written guarantee оп the mechanical 
soundness of the cars we offer. : 
Further, you are invited to walk into our Works during 
working hours and to inspect the actual work in progress. 
Write for brochure giving full lists. 





INCOME TAX OR SALE 
NORMAL TERMS 


Further particulars from 


ORRIDGES (Valuers) LTD 


XV 








TRADE STOCKTAKERS . 


57/59 VICTORIA ST, LONDON, SWI1 


Telephone: ABBey 5253 
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Highly Successful Courses 


States. RTICLED CLERKS - Courses for the Chartered Accountants’ 
fro sociation Examinations — Over 30,000 Successes. 


NR QUALIFIED MEN - I.C.W.A. Courses with concessions; 


HE SCHOOL OF ACCOUNTANCY 


107 Regent House, 
2 West Regent Street, 
Gfasgow, C2 


50 Years of Successful Educational Service 


Send for 
this book 


FREE/. 


Beton, 

des y re fi 

THE 

SCHOOL OF ACCOUNTANCY 

107 Regent House, 6 Norfolk Street, 
London, WC2 

Please send me post free and 

without obligation a copy of your 

Guide to Careers 


‘The Direct Way to Success’ 
Name селен име ние не 


Address селио 


а попа EP Send пи чет мо те пе M € ти пар = 
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T А 
XVI ACCOUNTANT Decembe- 


РОВ ACCOUNTAN | 
JORDANS’ | - 


Experience of Company Formation, 
Practice and Procedure from Incorporation 
to Liquidation — and matters that arise 
in between — is available to 
ACCOUNTANTS 





ICIETTIEVATS 


READY-MADE 
COMPANY SERVICE 


For the convenience of clients JORDANS 
have ‘Ready-made’ Companies available 
for immediate purchase. 
JORDANS specialize in rapid printing 
Of REPORTS AND ACCOUNTS, and other 
Documents required for Companies. 


JORDAN & SONS LIMITED 
COMPANY REGISTRATION AGENTS 
PRINTERS AND PUBLISHERS 
116 CHANCERY LANE, LONDON, WC2 
Telephone: FLEet Street 8941 


5 Costing. See what others do from our- 
. library of 300,000 form designs. 


|| Nominal or Private Ledger. Never 
becomes ‘full’, Accounts always in P & L 
sequence. No index needed. Analysis 


EST. 1850 designs also included. 


W H E AT L E Y K | R K ]3 P.A.Y.E. Save 60 per cent of | 


entries, Forget Table A. Do the w 


PRICE & CO half the time. No more hard labour. 
E, L. JUDSON, F.R.I.C.S., F,A.I., B. BEDDARD, A.I,MECH.E., F.A.L.P.A. : А К 
M. 5, CHEAVIN, РАО, Gu B, GIBBS, БАРА. [4 P.A.Y.E. Salaries as in 13 above 
; private, for owner or executive to'i 
plete. 
VALUERS & AUCTIONEERS [5 Plant and Tools. Know the history” ° 
each. Get tax allowances and maim 
OF ance costs. 
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FIXED ASSETS | To: Kalamazoo Ltd, Northfield, Birmingham, 


Please let me have, without obligation, br 
ideas on - (ring numbers) 5 11 13 14 
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CORDON; MI | Addiess occ esci ee he a iud 

GRAMS: TEL: | с 
INDICES, AUDLEY, LONDON HYDE PARK 8844 | InquirersiName слан те 
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tO SUE их ама она лана а анн ESL SSS а e ee иста ке ке В me а. 
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